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FILLED MILK EXPORTS 


MONDAY, AUGUST 3, 1959 


House or REPRESENTATIVES, 
SuBCOMMITTEE ON Dartry AND Pouttry 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 


The subcommittee met, pursuant to call, at 10:15 a.m., in room 1310 
New House Office Building, Hon. Lester R. Johnson (chairman o 
the subcommittee) presiding. 

Present: Representatives Johnson, Thompson, Hagen, Levering, 
McIntire, Quie, and Pirnie. 

Also present: Representatives Westland and Marshall. Christine 
§. Gallagher, clerk ; Hyde H. Murray, assistant clerk, and John Heim- 
burger, counsel. 

Mr. Jounson. The committee will please come to order. 

The hearings this morning are the result of testimony before the 
committee asking the committee to incorporate in substance H.R. 
7146 in the reenactment of Public Law 480. After considerable dis- 
cussion by the committee, Chairman Cooley transferred the matter to 
the House Dairy Subcommittee for study, and asked us to report to 
the full committee. As the committee is going to start executive 
sessions on 480 tomorrow, it is necessary that we finish up all testi- 
mony here today so that the Dairy Subcommittee can take action 
prior to the meeting of the full committee. 

(H.R. 7146 is as follows :) 


(H.R. 7146, 86th Cong., Ist sess.] 


A BILL To amend the Agricultural Trade Development and Assistance Act of 1954, as 
amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Trade Development and 
Assistance Act of 1954 is amended by adding at the end of title III thereof the 
following : 

“Sec. 306. (a) No dairy commodity produced in the United States shall be 
sold or disposed of pursuant to this Act, or with the assistance of the Secretary 
of Agriculture under any other Act, for use outside the United States for the 
manufacturing, blending, or compounding of filled milk or filled cheese. 

“(b) The sale or disposition outside the United States of any dairy com- 
modity under this Act, or with the assistance of the Secretary of Agriculture 
under any other Act, irrespective of whether the commodity is acquired by the 
Commodity Credit Cerporaticz pursuant to a price support or surplus removal 
program, shall be accomplished by sale from stocks of the Commodity Credit 
Corporation, or by payment to exporters at the export rate determined by the 
Secretary, or in lieu of payment in cash the Secretary of Agriculture may transfer 
to the exporter of any dairy commodity, at the option of the exporter, any dairy 
commodity from CCC stocks. 

“(c) Except as limited by paragraphs (a) and (d) hereof, the Secretary may 
establish different export rates applicable to dairy commodities produced in the 
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United States and sold or disposed of in different countries, if he finds such 
different rates necessary to maintain or expand markets for dairy COMMOAItieg 
in competition with filled milk or filled cheese. 

“(d) No dairy commodity produced in the United States shall be sold or dis. 
posed of pursuant to this Act, or with the assistance of the Secretary of Agr. 
culture under any other Act, if the Secretary finds that such sale or disposition 
will have the effect of disrupting or displacing any usual marketings of, or any 
normal patterns of commercial trade in, any dairy commodity produced in the 
United States. 

“(e) As used in this section— 

“(1) The term ‘dairy commodity’ includes any dairy commodity or prog. 
uct thereof, class, kind, type, or other specification thereof ; 

“(2) The term ‘United States’ includes the District of Columbia, ang 
any Territory, Commonwealth and possession of the United States; 

“(3) The term ‘filled milk’ means filled milk as defined in the Filleg 
Milk Act of March 4, 1923 (21 U.S.C., sec. 61-64) ; 

“(4) The term ‘export rate’ means the rate or rates of payment de. 
termined by the Secretary of Agricuture to be applicable to any dairy com. 
modity, and to be necessary to maintain, or to encourage and assist in 
the development of, foreign markets for any dairy commodity produced jp 
the United States.” 

Mr. Jonnson. The first witness this morning is Congressman Jack 
Westland, Member, of the Second District of the State of Washington, 

You may proceed, Mr. Westland 


STATEMENT OF HON. JACK WESTLAND, A REPRESENTATIVE Iy 
CONGRESS FROM THE SECOND CONGRESSIONAL DISTRICT OF THE 
STATE OF WASHINGTON 


Mr Westianp. Mr. Chairman, members of the committee, you have 
before you today a bill which if approved would place severe restric- 
tions on the export of nonfat dry milk and in my opinion would dry 
up markets for this U.S. produced product in at least two foreign 
countries. This action would, I am sure, jeopardize dairy farmers 
not only in the Northwest section of the United States but in other 
sections. The situation regarding the exportation of nonfat dry milk 
as described to me, is as follows. 

About 1955, the Philippine Government became interested in utiliz- 
ing Philippine-produced coconut oil by combining it with nonfat 
dry milk. This would conserve foreign exchange for the Philippine 
Government and provide a new market for a domestically. produced 
fat—coconut oil. The Philippine Government granted a license to 
the General Milk Co., a subsidiary of the Carnation Co., for the prod- 
duction of filled milk, and the construction of a plant by the General 
Milk Co. in the Philippines was begun. 

This then established the pattern which would clearly lead away 
from Philippine imports of evaporated milk toward Philippine pro- 
duction of filled milk. Members of Consolidated Dairy Products of 
Seattle recognized this and realized that the trend would inevitably 
decrease their sales of evaporated milk. Consequently, in an effort 
to hold as much of the market as possible, they had to get into a com- 
petitive position with this new product. This they did by investing 
their own money in plant facilities in the Philippines to produce the 
new product. 

In summary, therefore, the situation facing my folks was about as 
follows: 

1. The Philippine Government had determined to embark on a new 
program to make greater utilization of its own oil and thus improve 
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its exchange position by reducing imports. This was a decision of a 
sovereign nation and not subject to the dictates of any other govern- 
ment, including our own. It was not a condition which we desired 
or which we brought about. It was an accomplished fact we were 
“igre to control. 

2. Competition from a proprietary handler in the Philippine mar- 
ket was a real threat to the business my folks had developed in the 
islands. 

With this background of information, it should be abundantly clear 
that the refusal of any American organization to enter this newly 
created market would have done no more than deny us an outlet for 
nonfat dry milk of which we have and probably will continue to have 
a large volume in surplus. 

The statement has been made that the export subsidization of U.S. 
evaporated milk would hold the Philippine market for this product. 
This, I believe, is simple speculation when one recognizes the situation 
Ihave described. Let me hasten to point out to the committee that 
if, in the knowledge of the committee, an export subsidy on evapo- 
rated milk will reverse the trend to filled milk in the Philippines, 
this should be done. I have no objection to an export subsidy on 
evaporated milk. I believe that if the Congress should direct a 
Secretary of Agriculture to establish such a subsidy, its administr: 
tion should be in the administrative machinery already set up for 
other dairy products being purchased under the price support pro- 
gram. Consistency dictates this recommendation. Furthermore, if 
a subsidy on evaporated milk is established, it is most important that 
it be set up in such a manner that its benefits accrue to the American 
farmer and not to the benefit of ay particular handler or handlers. 

In conclusion, allow me to summarize by saying that the dairy 
farmer members of the Consolidated Dairy Products Co. did not ini- 
tiate the development of filled milk in the Philippines. They did act 
eflectively to adjust their marketing to completely changed conditions 
in the P hilippines which they had to accept or quit. They have in- 
vested their money in plant facilities to produce this product as an 
alternative to losing practically the entire Philippine export market. 
Bear in mind that filled milk in foreign countries is not unique nor 
new. Filled milk has been and is continuing to be produce ed in 
Mexico. This market has also supplied an outlet for U.S. -produced 
nonfat dry milk. A prohibition to export U.S.-produced powder un- 
der the policies of P ublic Law 480 or other statutes would not, in my 
opinion, stop the production of filled milk. All it would do would be 
to deny us an outlet for part of our surplus production and provide a 
market for powder produced elsewhere. 

I appreciate the time and the courtesy this committee has extended 
me and thank you. 

Mr. Jounson. I want to thank you, Congressman Westland. 

Is there any member of the subcommittee who has a question? 

Mr. McIntire. 

Mr. McIntire. Mr. Chairman, Congressman Westland, may I 
express my appreciation of your testimony. I have one very short 
question. General Milk Co., which, as you state, is a subsidiary of 
Carnation Co., to your knowledge, was this company organized 
specifically for this purpose, or are they a subsidiary that has been 
functioning prior to the Philippine deal? 
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Mr. Westianp. I am not familiar with the background of Genera] 
Mills Co., Mr. McIntire. There are other people here who represent 
the Carnation Co. I am not sure if they are going to testify or not, 
but Iam sure they can give you that information. 

Mr. McIntiee. Thank you. 

Mr. Quire. Mr. Westland, do you feel that if there had been no gub- 
sidy on dried skim milk going into the Philippine Islands, the filled 
milk plants would have been established ? 

Mr. Westianp. Well, Mr. Quie, it is pretty hard to speculate that 
way. But I can say this, that my information is that these companies 
could obtain their nonfat dry milk from other sources, and might 
very well have done so at a price commensurate with the price they 
are paying for U.S.-produced nonfat dry milk. 

One of the principal reasons why they have not and why this is a 
good deal for the abies apa is that they can conserve their own 
currencies. They donot have to have dollars in order to pay for this, 

Mr. Qum. So in that way, it was not the difference in the price of 
milk between the subsidized product and the product they could have 
purchased in other countries; it is more the fact that they can use 
their own currencies in purchasing dried skim milk. 

Mr. WestLanp. That is correct. 

Mr. Qui. Is there any other way they can produce this milk now 
that the Public Law 480 agreement has been terminated ¢ 

Mr. Westtanp. I do not know, but I am told they can get this 
milk from other sources just as cheaply. What it would mean, as I 
see it, would be a complete loss of our nonfat dry milk that is going 
into the Philippines and into Mexico. 

Now, there seems to be some difference of opinion as to just how 
much that is, what that amounts to. My figures add up to around 48 
million pounds a year, which, if this bill were to be put in force, 
would merely drop, and that 48 million, then, would stay in Com- 


money for storage and putting it into surplus, instead of into use. 

. Mr. Quote. The plants are now purchasing dried skim milk to use 
in the filled milk program or in the filled milk plants for dollars, 
tether than their own currency; is that right ? 

‘Mr. WestLanp. No; I believe this is being bought with Philippine 

cultency. It is being used in the Philippines. 

Mr. Quire. How do they do that, since our Public Law 480 contract 
has now been terminated ? 

Mr. Westianp. Well, now, I can try to explain the mechanics of 
this thing if you want me to, but it gets pretty involved, and I am 
not dead sure of just what I would be saying on this. I think there 
are perhaps others here who are going to testify who would probably 
be better qualified to answer that one. I think I know it, but I would 
want the privilege of revising my remarks if I were to make a state- 
ment on that, Mr. Quie. 

Mr. Jounson. Granted. 

Mr. Quie. One other question on it. Suppose the bill went through 
and it provided for a different export subsidy with each contract, so 
that the butterfat could be sold competitive with the vegetable fat in 
the Philippines. Would the plant that you represent then combine 
butterfat with dried skim milk, rather than coconut oil with dried skim 
milk, for the evaporated filled milk? 


‘ modity Credit Corporation stocks and just cost us that much more 
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Mr. WestLanv. Well, I have never seen this plant, Mr. Quie. I 
have never been over in the Philippines for the purpose of seeing 
how they produce this. All I know is that it is set up to handle nonfat 
dry milk plus coconut oil and make the filled milk. 

Now, whether or not it is set up to use butterfat, which might be 
subsidized, I cannot answer. 

Mr. Quire. One final question. I hear talk many times of this 
opening up. of filled milk markets overseas in which our own dairymen 
are providing a portion of that filled milk product. We might be 
jeopardizing our position at some later date if someone wanted us to 
open up the filled milk laws in this country and allow it to be shipped 
in interstate commerce. If someone wants filled milk to be produced, 
and be shipped anyplace in this country, that is. Do you think the 
production of filled milk in the Philippines is weakening your posi- 
tion if you would have to come in some 10 or 15 years from now and 
object to opening up the filled milk clause here? 

Mr. WestLanp. Mr. Quie, what I am going to be doing 10 or 15 
years from now is the utmost speculation. 

' Mr. Quiz. I am speaking about the plan, of course. 

Mr. Westianp. I doubt very much that I will be in this position, 
being quizzed by you, the far more conversive dairy farmer than I 
am. However, we have States where filled milk is allowed. It is not 
allowed in interstate commerce. Being a States righter, I think that 
is fine. If one State wants to have dry filled milk, that is all right; 
if another does not, that is all right, too. 

This is a completely different market. Certainly the Philippine 
Islands, some 5,000 miles away, whether or not they want to have 
dried filled milk—and they say they do—why should we prevent them, 
or at least sell them our product? Would you rather have it go into 
storage, Where it would go? 

Mr. Qure. You feel the Philippine Islands is the same as a State, 
that they should have a right to make their own decision ? 

Mr. Westtanv. They are a nation. They should have the right 
to decide what they want to do, certainly. 

Mr. Quiz. That is all. 

Mr. Jonnson. Any further questions? If not, I want to thank you, 
Mr. Westland, in behalf of the subcommittee, for coming and making 
the statement you have made. 

I note that Congressman Marshall is in the room. He is not on 
the list here to testify. He testified before the full committee last 
week, 

Congressman Marshall, do you have anything you want to say 
at this time? 





STATEMENT BY AON. FRED MARSHALL, A REPRESENTATIVE IN 
CONGRESS FROM THE SIXTH CONGRESSIONAL DISTRICT OF THE 
STATE OF MINNESOTA 


Mr. Marsa. Mr. Chairman, it is a pleasure again to appear 
before your committee on this subject. I had the privilege of appear- 
ing before your full committee and opening up the discussion, since 
I introduced a bill which provided that some attention should be 
paid to this, and I think it is perfectly proper, when you are consider- 

44942592 
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ing the extension of Public Law 480, that the matter should be 
brought up at this time. 

I became very much interested in this matter a couple of years ago 
when the Department witnesses appeared before our Committee on 
Appropriations. About 1956 or 1957, we had a virtual monopoly of 
the milk market in the Philippine area. The Netherlands people 
came in and underbid us, and proceeded to make inroads on a market 
which had traditionally been ours. We felt—not only myself, but 
some other members of our committee—that we were a bit negligent 
at that time, and that we should have fought for our market in the 
Philippines. Since it was a matter of cutthroat competition, it 
seemed to us that it would have been in the interest of the dairy people 
of the United States to have put into effect some programs, perhaps 
an export subsidy at that time, which would have provided from our 
meeting the competition from the Netherlands. 

T would also like to make the statement that this took place at a 
time when we had a peakload of surplus dairy products in this 
country. 

Now, in introducing my bill, it has never been my purpose to tell 
people in the Philippines what they should eat. In the matter of 
diet, that is their privilege. As far as I am concerned, if commercial 
people in the commercial field decide that they want to go in and 
export American products to the Philippine people and meet com- 
petition, that is a different matter. But I think that it is funda- 
mentally wrong, inherently wrong, if you want to put it that way, 
for the American taxpayer to subsidize the export of a part of an 
American product, as we are doing in nonfat dried milk, because 
admittedly, that market is taking a market away from our whole 
milk product. People in the Department, as late as December, the 
Assistant Secretary of Agriculture, Mr. True Morse, in a reply to 
Senator Cooper, called attention to the fact that the filled milk mar- 
ket would replace the evaporated milk market to a still larger extent 
in the Philippines. 

Now I come from one of the leading agricultural districts of the 
United States, and in my own particular district, we are still in a so- 
called butterfat economy. What is it doing to a whole milk market, 
nationwide, when the export of a commodity is subsidized, which 
still leaves a burdensome amount of animal fats on the market here, 
which has been happening? 

Now I am sure that the Department people would have statistics 
that would bear out what I am saying, and that is that we are losing 
our milk market for our whole natural milk product; we are subsidiz- 
ing a portion of that, which is a cost to the taxpayer of the United 
States, and at the same time we are building up still greater reserves 
of animal fats that we do not have a market for, which the American 
taxpayer must put into this surplus stockpile. 

Now it was my understanding that one of the fundamental purposes 
of Public Law 480 was to expand the market for American farm pro- 
ducts, not, as has been done in the Philippines, to take away a market 
for whole milk, and that is exactly what is happening under this ap- 
proach. That is why, after giving due consideration to this matter, 
I felt that it ought to be called to your attention, the attention of your 
committee. Your committee, I am sure, will go into these matters very 
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fairly. I know that there are people who are favoring this bill of 
mine, or a bill in some such order, and those who are opposing it. 
Those people have a lot of technical information for the subcommittee, 
and I am sure that the subcommittee would enjoy hearing from them. 
So I would not wish to impose any more of my time this morning on 
the subcommittee. 

Again I want to say that it is a pleasure to appear before this very 
fine committee of the Congress. 

Mr. Jounson. I want to thank you, Congressman Marshall, in be- 
half of the subcommittee. 

Mr. Marshall was questioned before the full committee. If there 
are no questions here, I'll call Richard H. Roberts, Deputy Assistant 
Administrator, Market Development and programs. 

Mr. Quir. Before we do that, Mr. Chairman, I have a statement 
here from Congressman Ancher Nelson of Minnesota. I would like 
to have that inserted in the record right after the statement of the 
other Congressmen. 

Mr. Jounson. With no objection, it will be received. 

(The prepared statement, in full, of Mr. Marshall and Mr. Nelson 
are as follows:) 


STATEMENT OF HON. FRED MARSHALL, MINNESOTA, IN SUPPORT OF AMENDMENTS 
TO PusLic Law 480, EMpopiep IN H.R. 7146 


Mr. Chairman and gentlemen of the committee, it is a pleasure and a privilege 
to appear before you today and to make this brief statement urging that you 
amend Public Law 480 in the manner specified in H.R. 7146, which was intro- 
duced by me on May 14, 1959. 

Let me say at the beginning that I think this committee has done a remark- 
ably fine job in endeavoring to work out programs for the disposition of surplus 
agricultural commodities. Also, it is entirely appropriate for this committee to 
check closely from time to time on the manner in which the powers and authori- 
ties contained in legislation approved by this committee are used by the execu- 
tive branch. 

While I am not a member of your committee, being a Representative of one of 
the largest dairy districts in Minnesota, naturally I follow the work you do as 
well as my time permits. 

I am sure you want to know, and to ascertain the facts, as to whether legis- 
lation endorsed by your committee, and in many instances written right in your 
committee, is carried out by the executive branch in the manner in which you 
intended. 

I introduced H.R. 7146 for the very simple reasons that I think (1) the man- 
ner in which the Public Law 480 program has been administered in respect to 
encouragement of exports of nonfat dry milk, particularly, are contrary to a 
basic principle of Public Law 480; (2) the aggressive promotion of the produc- 
tion and marketing of filled milk products, made from coconut oil mixed with 
subsidized nonfat dry milk from the United States, is wrecking normal com- 
mercial export markets for natural U.S. dairy products abroad; (3) official re- 
ports indicate that a vigorous drive is in the mzeking to expand filled milk 
production throughout many of the nondairy-producing nations of the world, 
which will inevitably redound to the disadvantage of ourselves and of friendly 
nations who depend upon dairy product exports for a large portion of their 
foreign trade; and (4) the aggressive production and marketing of filled dairy 
products abroad by our dairy industry coupled with the encouragement given 
such operations by our own Government through payment of subsidies under 
Public Law 480 and other U.S. law, will, over a period of time, result in efforts 
being made in the United States to produce imitation fluid milk and fluid milk 
products, 

The bill which I introduced, H.R. 7146, would accomplish the following: 

1, Prohibit sale or disposal, either under Public Law 480 or with the assistance 
of the Secretary of Agriculture under any other act, of dairy products for use 
outside the United States for manufacturing filled milk products. 
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2. Specify that the Secretary may pay subsidies on dairy products other than 
those purchased under price support. It is to be realized that the limitation 
of price-support purchases to butter, American cheese, and nonfat dry milk, ig 
purely an administrative decision. While I do not quarrel to any great d 
with the limitation of price-support purchases to such commodities, I do think 
that export encouragement should be granted all export dairy commodities 
when needed. This thought arises from the fact that our major commercia} 
export markets for dairy products concentrate very heavily in evaporated milk 
and dry whole milk. 

Inasmuch as milk used for manufacturing can be used or shifted from one ge 
to another, it seems to me to follow that encouragement of exports of manp. 
factured dairy products other than those purchased under price support would 
be helpful in reducing our basic surplus and be of benefit to producers. 

Also, it seems to me utterly silly to subsidize exports of one dairy commodity 
at the expense of normal commercial export marketings of other dairy com. 
modities. 

8. Publications of the U.S. Department of Agriculture which I have seen show 
clearly that subsidization of nonfat dry milk under Public Law 480 and cur. 
rently under other provisions of law, has wrecked the export market of the 
United States for evaporated milk in the Philippines. 

Furthermore, it appears that plans are in progress to expand filled milk pro- 
duction and marketing to many other areas, particularly the southeastern Asian 


area. 


If this is done, any potential development of export markets for natural 


dairy products in these areas will have been destroyed. 

4. My bill provides that the Secretary of Agriculture may establish differen- 
tial rates of exports so that he can furnish butterfat at low prices to be used 
in foreign countries which cannot afford to pay the world prices for butter and 
butterfat. It is my opinion that this provision will enable us to encourage the 
development of natural dairy products in these markets and, hence, hold out 
some hope of developing future natural dairy products markets. 

5. The bill makes more specific that the powers and authorities of Public Law 
480 or of any other act shall not be used in a manner so as to disrupt or displace 
any unusual marketings of, or any normal patterns of commercial trade in, 
any dairy product produced in the United States. 

In closing, I would like to state that I am not unmindful of the fact that there 


provided in H.R. 7146 because of possible loss of some export outlets for nonfat 
dry milk. 

I want you gentlemen to know that I am fully cognizant of such arguments 
and I do not think they are compelling. 

You may not know it, but the district which I represent is one of the heaviest 
dairy producing districts in Minnesota and in the United States. In the town 
of Browerville, Minn., there is located one of the largest and most modern nonfat 
dry milk manufacturing plants in world. I am sure that the farmers in my 
area do not want any action undertaken to promote the production of filled milk 
products abroad nor do they want action taken abroad which may in time lead 
to serious competition with filled milk products in this country. 

I urge that you amend Public Law 480 in the manner suggested in H.R. 7146. 


are those in the dairy industry who might oppose amending Public Law 480 as 


STATEMENT OF Hon. ANCHER NELSEN TO THE DAIRY SUBCOMMITTEE AND THE Hovse | 


COMMITTEE ON AGRICULTURE, IN RESPECT TO H.R. 7146 


Mr. Chairman and members of the committee, I have given a great deal of 
thought to the questions that have arisen in regard to the export subsidization 
of nonfat dry milk which is used to manufactare filled milk products, in par- 
ticular filled evaporated milk in the Philippines. 

It seems very clear indeed that production and marketing of filled milk in the 
Philippines, aided by the payment of a substantial export subsidy on nonfat 
dry milk, has already seriously damaged the export market for evaporated milk 
produced in the United States, and according to U.S. Department of Agri- 
culture reports, will practically eliminate this market in the near future. Also, 
it is to be noted that, according to U.S. Department of Agriculture reports, we 
may look forward to the development of an export market from the Philippines 
for filled evaporated milk and other filled milk products to nearby Asian coun- 


tries. 


It is indeed ironic that the Philippines, which have no local dairy in | 
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dustry of any significance, are now making plans for the development of an ex- 
port market in filled dairy products which, unquestionably, will have very bad 
effects on the market for regular milk products in these areas. 

I have studied the Marshall bill very carefully. I have some misgivings as to 
whether it is possible to centrol this situation through the techniques estab- 
jished in the Marshall bill. It has been my opinion that it might be difficult to 
enforce this bill. It seems doubtful that legislation which we can enact in the 
United States would have any effect on the use made of a product overseas 
once it has become the property of a foreign buyer. 

However, I think that the principle which the Marshall bill encompass, 
namely, that the U.S. Government and the U.S. dairy firms should not foster 
the production and marketing of filled milk products abroad, is clearly correct 
and in the best interests of dairy farmers in the United States. 

It is to be realized, of course, that the techniques set forth in the Marshall 
pill, or in fact any techniques that might be developed to implement the prin- 
ciple in the Marshall bill, may result in some reduction in possible outlets for 
nonfat dry milk exports from the United States. 

Iam sure that we all recognize the importance of preserving the Filled Milk 
Act in the United States, but it also must be recognized that in order to do this 
it will be necessary for us to see that no action on the part of our Government 
will stimulate further development, production, and marketing of the filled 
dairy products in other parts of the world. 

In view of the foregoing, I urge the Dairy Subcommittee and the House Com- 
mittee on Agriculture to take notice of this situation and to endeavor to work 
out means by which it can be corrected. 


Mr. Jounson. Mr. Roberts? 
I believe you are with the Foreign Agricultural Service; is that 
correct ? : 


STATEMENT OF RICHARD H. ROBERTS, DEPUTY ASSISTANT ADMIN- 
ISTRATOR, MARKET DEVELOPMENT AND PROGRAMS, FOREIGN 
AGRICULTURAL SERVICE, U.S. DEPARTMENT OF AGRICULTURE; 
ACCOMPANIED BY HORACE J. DAVIS, DIRECTOR, PROGRAM DE- 
VELOPMENT DIVISION, FOREIGN AGRICULTURAL SERVICE; D. R. 
STROBEL, DEPUTY DIRECTOR, DAIRY AND POULTRY DIVISION, 
FOREIGN AGRICULTURAL SERVICE; DON ANDERSON, DIRECTOR, 
LIVESTOCK AND DAIRY DIVISION, COMMODITY STABILIZATION 
SERVICE; AND GEORGE E. COOPER, DIRECTOR, COMMODITY 
CREDIT DIVISION, OFFICE 0F GENERAL COUNSEL 


Mr. Rozerts. Yes, sir. I am Richard H. Roberts, Deputy Assistant 
Administrator of the Foreign Agricultural Service for Market De- 
velopment and Programs. 

Mr. Jounson. I note that the members have a report on the bili 
from Acting Secretary True D. Morse. If there is no objection, we'll 
put this report in ahead of your statement. 

(The report referred to is as follows :) 

U.S. DEPARTMENT OF AGRICULTURE, 
Washington, D.C., July 29, 1959. 
Hon. Harotp D. Coo.ey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Deak CONGRESSMAN CooLey: This is in response to your request of May 20, 
1959, for a report on H.R. 7146, “to amend the Agricultural Trade Development 
and Assistance Act of 1954, as amended.” 

The Department opposes enactment of the bill. 

H.R. 7146 would prohibit the sale or disposal of any dairy commodity under 
Public Law 480 or other authority for use outside the United States for the 
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manufacturing, blending, or compounding of filled milk or filled cheese. It would 
also appear to have the effect of requiring the Commodity Credit Corporation 
to subsidize exports of all dairy products either through sales by reduceg 
prices or by cash payments. 

Enactment of the bill would result in the reduction, rather than the expap. 
sion of exports of U.S. dairy products. The bill would prohibit U.S. access to 
part of the export market with little or no opportunity of compensating jp. 
creases in the sale of other dairy products. Nonfat dry milk is our largest dairy 
surplus item. By denying some markets to this U.S. product, the bill wow 
work to the benefit of other dairy exporting countries supplying nonfat dry 
milk, including its use for filled milk. 

The Department frequently has considered the possibility of establishing ay 
export payment program along with, or instead of, direct sales from CCC stocks, 
We now have authority to institute such a program but do not believe jt 
desirable. We believe it would be advisable to deal with this problem adminis. 
tratively rather than with mandatory legislation. 

The Bureau of the Budget advises that there is no objection to the submis. 
sion of this report. 

Sincerely yours, 
TRUE D. Morsk, Acting Secretary, 

Mr. Roserts. The gentleman is passing around a statement that 
1 would appreciate the chance to read. I would like to say that I 
have with me Mr. Horace J Davis, who is Director of our Program 
Development Division in the Foreign Agricultural Service, on my 
right. 

On my left are Mr. D. R. Strobel, who is Deputy Director of our 
Dairy and Poultry Division; Mr. Don Anderson, whom you all know 
very well from the Commodity Stabilization Service, Director of the 
Livestock and Dairy Division there; and Mr. George Cooper, of the 
General Counsel’s Office. 

It certainly is a privilege to appear before the committee to pre- 
sent the Department’s testimony with regard to H.R. 7146 and to 
discuss our present export position for dairy products, 

The proposed bill would prohibit the sale or disposal of any dairy 
commodity under Public Law 480 or other authority for use outside 
the United States for the manufacturing, blending, or compounding 
of filled milk or filled cheese. 

The Department opposes enactment of H.R. 7146. 

The Department of Agriculture has as a major objective the mainte- 
nance and expansion of export markets for US. agricultural com- 
modities. We have a vital interest in all factors affecting the de- 
velopment and expansion of such markets. Our interest encom- 
passes all U.S. farm exports, both raw and processed, and extends, 
for any given commodity, to the various forms in which processed 
products are exported 

Historically, the United States has been an exporter of dry whole 
milk and evaporated milk. 

The major market for U.S. dry whole milk has been and still is Vene- 
zuela. The United States has been faced with increasing price compe- 
tition for this market from the Netherlands, Canada, and Denmark. 
It is interesting to note that in Venezuela vegetable fat is used in 
its domestic production of “ice cream.” However, the use of vege- 
table fat in this product has not been extended to the production of 
other domestically manufactured products. An important one of 
these is dry whole milk. Furthermore, the manufacturing use of 
vegetable fat in Venezuela has not influenced the importation of dry 
whole milk. 
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The Republic of the Philippines has been and still is the principal 
export market for U.S. evaporated milk. In 1956, 1957, and 1958 
our exports to that country accounted for approximately 73 percent 
of our total evaporated milk exports. The manufacture of filled milk 
in the Philippines has greatly affected our sales of evaporated milk 
there. In 1958, 93 million pounds were exported compared to a level 
of 123 million pounds in the 2 preceding years. It should be pointed 
out that this sharp drop in 1958 was partly due to overbuying in 
1957 by a Philippine Government marketing agency, In the first 5 
months of 1959 the Philippines imported 7,346,000 pounds of Ameri- 
ean evaporated milk compared to 25,566,000 pounds during the same 

eriod in 1958. 

Philippine imports of U.S. nonfat dry milk amounted to 12.8 mil- 
lion pounds in 1956. In 1957, 25.6 million pounds were imported; 
in 1958, 48.5 million pounds. In the first 5 months of 1959, commer- 
cial imports of this product from the United States amounted to 
98 million pounds, compared to 7.4 million pounds in the same period 
of 1958. All of this nonfat dry milk, other than donations, was sold 
at export prices which were based on competitive world prices. 

Mr. Jounson. Could I ask you a question right there ? 

Did you receive U.S. dollars, or did you take Philippine currency ? 

Mr. Roserrs. I believe that all or that went for Philippine cur- 
rency, if I recall. 

Do you remember, Mr. Strobel ? 

Mr. Srrosenr. That is right. It was under one of the programs 
where it would be sold for local currency. 

Mr. Rosertrs. Was there amy of it that was sold for U.S. dollars; 
do you recall ? 

Mr. Strropet. In that period, I donot recall. 

Mr, Roserts. There were some dollar sales, also, I believe. I shall 
have that checked. 

Mr. Jounson. Could the Government buy this milk and sell it to 
the—— - 

Mr. Roperrs. I beg your pardon, sir 4 

Mr. Jounson. You deal with the Philippine Government on this 
export of dry filled milk, and I want to know, do they negotiate 
with the filled-milk companies that are manufacturing filled milk in 
the islands ? 

Mr. Roserrs. It is nonfat dry milk that goes from the United 
States. It has been going under a Government-to-Government title 
I, Public Law 480, agreement, which is negotiated between the two 
Governments, and the specific amount of nonfat dry milk is an- 
nounced. Then the Foreign Agricultural Service issues a purchase 
authorization to the U.S. private trade, and the U.S. private trade 
then knows that it can go ahead and make its sales directly to the 
importing Government agency of the Philippine Government, and 
that the private trade will get paid dollars from the U.S. banks, and 
that the U.S. Treasury will receive the Philippine currency that is 
deposited on the other side in the Philippines. 

Now, in this Public Law 480, title I agreement, there is also a 
usual marketing requirement for the nonfat dry milk, in which there 
were, for instance, 5 million pounds, in which the Philippine Gov- 
ernment agrees with the U.S. Government that they would take that 
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5 million pounds and pay dollar exchange for it as a basis for our 
agreement to provide the additional amount for Philippine currene 

Mr. Jounson. This leads me to one further question. If the nonfat 
dry milk was shut off from the United States for exchange for foreign 
currency, if they had to buy it for dollars, and the Philippine Goy. 
ernment had to buy this dried milk from the Dutch or the Danish 
Government, they would have to pay them in Dutch exchange and 
Danish exchange, would they not? 

Mr. Roperts. Yes, sir. If the Philippine Government were not 
able to obtain the nonfat dry milk from us under—or part of it, at 
least—under a Public Law 480 title 1 agreement, than they would 
have to pay foreign exchange for it. That foreign exchange would 
go to buy Dutch guilders if they were taking the nonfat powder from 
the Netherlands, Danish kroner if they were taking it from Denmark 
Australian pounds sterling if they were taking it from Australia, 
dollars if they were taking it from the United States for dollars, ag 
the usual marketing requirement has to be paid for. 

Mr. Jonnson. Mr. Quie. 

Mr. Quiz. Just one final question here. I understood the other 
day from the Department that the Public Law 480 agreement that 
was negotiated in 1957 has expired, and that you are now negotiating 
for another agreement; is this true? 

Mr. Roprrts. Yes. I think all of the commodities that were eli- 
gible for shipment, and were authorized for shipment under the 1957 
agreement, all had been shipped by late last year, and off and on, 
through the past several months, we have had in negotiation another 
title I, Public Law 480 agreement, but those negotiations have not 
progressed too well, and there have been times when we were nego- 
tiating and times when we have not been. 

Mr. Qure. Does that mean that all the milk, the dried skim milk, 
that is going to those two plants comes from purchases for dollars at 
the present time, since the agreement has expired ¢ 

Mr. Roserts. I do not know how much they have left over of the 
shipments that were made last year under the Public Law 480 title 
I agreement, nor how much they have been taking since the end of 
those shipments for dollars, nor from other countries in the last, sey- 
eral weeks or so. But it does mean that if we do not progress any 
better with negotiations, or do not end up with any milk in another 
title I Public Law 480 agreement, those plants will either have to 
pay dollars or other foreign exchange from other sources around the 
world, and we understand that the Philippine Government has enough 
interest in the output of those plants so that it might not make too 
much difference as to how much milk they bring in. As we see it 
now, over the next several weeks, at least, the Philippine Government 
will authorize foreign exchange, and will authorize dollars, I think, 
for those plants. But there are many other considerations. We are 
always hopeful that we can get a total increase in the consumption 
of our exportable surpluses in the commodities that we have available 
for export for commercial sale and for surplus disposal by any title I 
agreement. Naturally, what we hope is that if we find that it is 
worthwhile from the U.S. point of view to negotiate any more nonfat 
milk powder into another Public Law 480 title I agreement, we shall 
achieve a very substantial increase in the amount of dairy products 
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from the United States that will be consumed as the result of such an 
| aoreement. 

Mr. Quie. Could I just finish out this question ? 

Mr. JoHNSON. Yes. 

Mr. Quiz. But even though the Philippines pay dollars for the 
dried skim milk, they still pay the same price, because in export sub- 
sidies for dry skim milk, whether it goes under title I, Public Law 
480, or under a different program, in no case do they pay the market 
| price In this country, which is something like 14 or 16 cents. They 

now can secure it for the world price, which is 8 cents, is that right? 

Mr. Roserts. I think 8 cents a pound is the present f.a.s. U.S. port, 
export market price for nonfat dry milk powder, and there is a price 
support level, purchase price by Commodity Credit Corporation, 
which is substantially higher than that. 

Mr. ANperson. It is 1414 cents. 

Mr. Ropers. 1414 cents now, as a price support level. So that the 
export price of the Commodity Credit Corporation is what would be 
received by the Commodity Credit Corporation for dollars for any 
dollar sales, or received by the U.S. Treasury in Philippine cur- 
rency, in the event of further sales under a title I, Public Law 480 
agreement. 

‘I think that I ought to point out that there is a new factor in the 
situation now. There is a new law that has been passed in the Philip- 
pines, and we still do not know what the answer is on that. As I 
understand it, it is a question of possibly about a 25-percent tax, 
which would be collected by the Philippine Government on the for- 
eign exchange documents or letters of credit, and there is a provision 
in that legislation that requires a regulation to be issued by the 
Philippine Government, and it refers to the question of whether the 


fhe mi being imported is a substitute for domestically produced 


products in the Philippines, and also there are special provisions in 
the legislation relating to those commodities that are financed by the 
United States under Public Law 480, title 1, and I think also under 
section 402 of the Mutual Security Act by the ICA. 

When those regulations are issued by the Philippine Government, 
| there is the possibility that it could affect the amount of Philippine 

currency that would be deposited to the credit of the U.S. Treasury 
| under such foreign currency financing, and that that might make a 
difference in the internal cost in the Philippines in terms of Philip- 
pine pesos of the products, as compared with the costs if they paid 
dollars for them. 

Now we do not know how the Philippine Government regulations 
are going to come out on this question, but it is a question that is cer- 
tainly significant to us in continuing negotiations of the title I, 
Public Law 480 agreement. 

Mr. Quire. Was there any treaty agreement that was worked out 
with the Philippine Government when they obtained their independ- 
ence which would give us a favored position in furnishing the dried 
skim milk to them? I recall ieee saying that this would termi- 
nate in a Short time. 

Mr. Roserrs. I am sorry, Congressman Quie. I do not think I 
know for sure at the moment whether there was any preferential duty, 
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or any provision in that agreement, on either evaporated milk or nop- 
fat dry milk. 

Mr. Quite. Could you find out ? 

Mr. Rozerts. Yes, sir; I certainly will. 

Mr. Jounson. This 8 cents per pound is based on Philippine eur. 
rency, as I understand it, and the way Public Law 480 works in other 
countries, the American Government cannot exchange this foreign 
currency for U.S. dollars; is that correct ? 

Mr. Roserrs. That is right, on the quantity financed under the 
title I agreement. 

Mr. Jounson. The 8 cents is in Philippine currency that we have 
to leave over in the Philippines. 


The government-to-government agreement under title I provides 


for a part of that currency to be loaned back and an additional part 
of it to go back to the Philippine Government for uses under other 
provisions. 

Mr. Jounson. None of it can ever be changed into dollars and 
brought back into this country. That is the way it works, is it not? 

Mr. Roszerrs. In some instances under title I agreements, there are 
very small percentages in which some of our U.S. Government agen- 
cles are able to transfer those currencies to certain other countries, 
But your main point is precisely right; that is, that neither the US. 
Government nor the private trade brings those pesos or foreign ex- 
change back to the United States. 

Mr. Jounson. The point I was getting at, as far as sales to Philip- 
pines are concerned and as far as dollars are concerned, we are re- 
ceiving absolutely nothing which we can get back in dollars into this 
country ¢ 

Mr. Rogerts. We save some dollars on a percentage of it, and de- 
pending on what the percentage is for the particular uses under sec- 
tion 104 of Public Law 480—for example, it may be that 10 or 20 per- 
cent or more would be set up for section 104(f) for payment of US. 
obligations abroad. In that case, we use that 10 or 20, or whatever 
the percentage is, instead of appropriating dollars for payment of 
Embassy expenses, salaries in the Philippines, and that sort of thing. 

Mr. Jounson. Would your Department have information on how 
many pesos of Philippine currency we have on hand at this time? 

Mr. Roserts. Yes, sir. It will take me a minute to find it in the 
President’s report that was issued on July 31, but we do have it with 
us. 

Mr. Jounson. Would you place it in the record at this point? 

Mr. Roserts. Yes, sir. 

(The material referred to is as follows :) 

The amount of Philippine pesos on hand in the U.S. account as a result of 
the title I, Public Law 480, agreement was the equivalent of $5.3 million as 
of June 30, 1959, on the basis of preliminary information. These pesos have 
been allocated by the Bureau of the Budget for United States or recipient 
country use or are reserved for these purposes under the title I agreement. 

Mr. Jounson. Congressman McIntire? 

Mr. McIntire. There are three points I would like to inquire about, 
and you may or may not have this information at hand. If not, 1 
would appreciate it if you would supply it for the record. 

First, whether or not there are any balances unshipped on commit- 
ments made on the expired Public Law 480 agreement. I think it 
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would be interesting to show as to whether there are any shipments 
currently being made under a program which has expired as of this 
date but for which commitments were made for later shipment; 
second, what volume remaining unshipped; third, when the last ship- 
ments were made under that agr reement ? 

Mr. Roserrs. I understand ‘they are all complete, and I shall put the 
precise information in the record. 

Mr. McIntire. Thank you. 

(The information referred to is as follows :) 

Shipments under the title I, Public Law 480, agreement with the Philippines 
were completed during calendar year 1958. Purchase authorizations issued for 
the shipment of commodities under the agreement have expired so that no fur- 
ther shipments will be made. Operating records show that the last shipments 
were made in November 1053. 

Mr. McIntire. Now another question. On the basis of Mr. Quie’s 
inquiry, do I understand that all shipments for export from this 
country of nonfat dri = milk are shipned with subsidy ¢ 

Mr. Roperrs. Yes, : 

Mr. McIntire. | salen shipments, or shipments under title I or other 
prov isions Of 480 ¢ 

Mr. Roserrs. ‘That is right. 

Mr. McIntire. Now is the agreement which has now expired with 
the Philippines the rate under which these shipments were made, the 
same rate of compensation for nonfat dry milk as the rate under 
dollar shipments? In other words, if they are 8 cents a pound as 
being the price received by the Governme nt for dollar shipments, 1 
the rate under the Philippine agreement the same, or if there is oo 
difference, what is the difference ¢ 

Mr. Roserts. Yes, that is right, Congressman McIntire. At any 
time that sales are made by U.S. exporters to the Government im- 
porting agency, which is the importer in the Philippines—in many 
countries, it may be a private importer, but in this case, it is a gov- 
ernment importer—at that time, the price is the same, whether the 
sale is under Public Law 480 or a dollar sale. Now the price has 
fluctuated on the sales of products out of Commodity Credit Corpora- 
tion stocks and at one time, I recall it was 9.05 cents per pound, 
f.a.s. U.S. port of export, and it has been reduced down to 7 cents a 
pound, tnd since has been raised up to 8 cents a pound. It all de- 
pends on what the competitive world market price is at the time, and 
the subsidy is in the form of this reduced export price level of stocks 
moving out of Commodity Credit Corporation stocks. 

Mr. McIntire. Then there is not one price under the 480 agreement 
and another price under dollar transactions? 

Mr. Roserts. No, sir. 

Mr. McIntire. Now, I noticed on page 2 of your statement, about 
at the point where you had reached before you were interrupted, I 
notice that you say that in 1956, there were 12.8 million pounds 
shipped to or imported by the Philippines; in 1957, 25.6, and in 
1958, 48.5. It would seem, on the basis of your next figures, that the 
1959° figure is running appreciably ahead of last year. I noticed 
also that you commented on the fact that in your agreement, you 
have protected usual marketings, a figure of 5 million pounds of non- 
fat dry milk solids was set as ‘the usual marketing volume. Now, in 
negotiating another agreement, would you continue to use the 5 mil- 
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lion, or would these subsequent shipments from 1956 onward, be ad- 
justed upward and reestablish a new normal marketing which had to 
be met before you shipped under your title I 480? 

Mr. Roserrs. It all depends on what the situation is at the time 
that we are ready to settle this question in negotiating sessions. Now, 
that 5-million-pound figure had to be extended and doubled when 
there was an unexpected delay in the movement of the entire quantity 
that was being financed under the title agreement. In other words, 
we could not go ahead and extend our purchase authorization into 
another year and let our purchase authorization quantity displace 
what would otherwise move for dollars, so we asked for another year’s 
commitment of another 5 million pounds before we gave them that 
extension. 

Now, we think that under the circumstances, it may be desirable 
to continue about the same level of usual marketing requirements, 
but depending on the country’s ability to buy, in many instances, and 
on what the situation is for purposes of negotiation in terms of the 
overall interests of the United States in negotiations, those usual 
marketing requirements have been, in the case of some countries and 
some commodities, dropped altogether, because the situation became 
so adverse for the importing countries. 

On the other hand, there have been instances where they have been 
increased. The present intention, however, is about the same level 
to be continued. 

There is one additional point I think I should add here, and that 
is that it is our intention to add another usual marketing requirement, 
and we have already asked the Philippine Government to agree to 
it in the present negotiations, and that is one for dollar purchases of 
evaporated milk—that is, total purchases, whether they may be fi- 
nanced by ICA or on their own foreign exchange. This would include 
evaporated milk as a usual marketing requirement, in addition to the 
nonfat milk powder usual marketing requirement, as a condition to 
eet financing under the title I agreement for some more nonfat 
powder. 

Mr. McIntime. In other words, instead of holding strictly to the 
usual marketing requirements of nonfat dry milk, you would incor- 
porate a usual marketing, or some agreed-upon figure, as a usual 
marketing figure on evaporated milk as a condition of a 480 
agreement ¢ 

Mr. Roserts. That is our present intention, if we have nonfat milk 
powder in the agreement when we end up the negotiations. 

Mr. McIntire. One final question. The development of the filled 
milk program in the Philippines, does that come out of market devel- 
opment work of FAS, or is this a normal development primarily ini- 
tiated by the Philippine Government in relation to preserving their 
exchange posit ion in using one of their raw materials, which is readily 
available in the Philippines? What is the background of the initia- 
tion of this filled milk program in the Philippines? 

Mr. Roserts. It’s the latter, Congressman McIntire. It is to make 
use of their cheaper vegetable fat, which they produce domesticall 
and which does not cost them any foreign exchange, as compared wit 
imported milk fat. 

Mr. McIntme. Right. 
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Mr. Roserts. As far as I know, nobody in the Department of Agri- 
culture gave them any help in any way, either through market develop- 
ment or market ore or probably not even through technical 

istance, or any other way. 
ae. McIntire. There are no marketing development funds gener- 
ated under any foreign aid program in the Philippines that has been 
devoted to technical research and promotion of filled milk in the 
Philippines. This has been a program within their own manage- 
ment. Of course, there is nothing new about filled milk, so the capa- 
bility of doing it was not anything of recent origin, this has been a 
development within their own economic plan. 

Mr. Roserts. My colleagues confirm my understanding, which I 
thought was definite, that there has been none. ay) 

Mr. McIntire. Then to the extent to which we are participating 
by providing nonfat dry milk under 480, it is in recognition of a 
market development and a change in marketing situations in the 
Philippines, rather than being the initiator and sponsor of this change 
in the marketing pattern. 

Mr. Rozerrs. The way we analyze it, it is a development that we 
could not have had much infiuence to prevent, and it would have gone 
ahead regardless of anything that we would have done. The only 
point is that if they had not gotten the nonfat milk powder from us, 
part of which came under the title I agreement, it looks like they 
would have gone ahead and taken it from anyone of at least four dif- 
ferent other countries, where it was readily available at the same price 
level, the some cost. 

Mr. Jounson. There is only one point. If they had taken it from 
any of the other three countries, they would not have had the chance 
to use pesos. 

Mr. Roserts. For this additional amount, yes. 

Mr. Jounson. They are getting a little better deal from us than 
from Denmark, Holland, or New Zealand or Australia. 

Mr. Roserrs. On the other hand, the dollars they might have had 
to spend for the usual marketing requirements might even have been a 
little harder for them to come by than those other currencies. Cer- 
tainly it was attractive for the Philippine Government to obtain this 
commodity from the United States in this way, more so than to pay 
for it in other currencies. But that what was an overall advantage to 
the Philippine Government and to the economy in the overall balance 
of the foreign currency in the Philippine Treasury, but this did not 
provide them a special advantage in the local market on the milk prod- 
ucts from the United States under the title I agreement, as compared 
with paying dollars or sterling or guilders or kroner. 

Mr. Jounson. Are there any other questions ? 

There is one question. I do not know whether your group can 
answer this—maybe you can answer it yourself. Last week we had 
the American Council of Volunteer Agencies for Foreign Relief Serv- 
ice appear before our committee. In the testimony, it was brought 
out that the nonfat dried milk that they were receiving had been cut 
20 percent by the Department. Now, is there anybody here who can 
give us the reason why this cut was made? I do not have all the 
information. I am quoting from memory, and I believe it was 119 
million pounds, as of the end of this year, and that the Commodity 
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Credit Corporation had 190 million pounds on hand in 1958, But 
they told us that they had been cut 20 percent on nonfat dry milk 
that they would have available to use in their relief work around the 
world. We on the committee were wondering why this had been 
done. 

Mr. Roserts. I think Mr. Don Anderson would be interested in 
speaking to that, Congressman. 

Mr. Anprrson. Congressman, I wonder if the cut of 20 percent 
was not from their request, rather than from what they had been 
getting. 

Mr. Jounson. As we understood the testimony, it was 20 percent 
from what they had been getting. For instance, if they had been 
getting 100,000 pounds, it had been cut down to 80,000. 

Mr. Anverson. If that is the case, the only thing we can do is ask 
the Food Distribution Division of AMS for the precise facts and give 
them to you in the record. It has been my understanding, which I 
cannot be sure about, I shall admit, Congressman, that it was a 20- 
percent cut from their requests, which had expanded. But I do not 
want to say to the committee now that I am sure about that. 

Mr. Jounson. I am just wondering if it is wise to cut these welfare 
and relief organizations and then use the dried whole milk to com- 
pete with the evaporated milk industry. 

Mr. Anperson. From the standpoint of the Commodity Stabiliza- 
tion Service, for these commodities, the Commodity Stabilization 
Service or Commodity Credit Corporation gets dollars. I am not 
speaking of the total U.S. Government, I am speaking of the Com- 
modity Credit Corporation. 

Mr. Jounson. You get dollars. But the Treasury, in the end, ends 
up with foreign currencies. 

Mr. Anverson. That is right, sir; but from the standpoint of the 
Commodity Credit Corporation, it gets dollars for these sales. 

Mr. McIntire. Mr. Chairman, I recall that area of testimony that 
you refer to. This is within title III, which are grants, gifts, to 
voluntary agencies, Mr. Anderson, and for which there are no dollars 
except the extent to which the Commodity Credit Corporation capital 
is being restored. But this is in the area of the work of the voluntary 
agencies and their program of food distribution, and they advised 
us—I think they are referring particularly to the Francis report, in 
which it was apparent, at least to them—they felt that it was apparent 
that from a policy standpoint there was an intent of phasing out, and 
their criticism primarily was that it was being applied not in a coun- 
try-by-country evaluation, but it was being applied across the board, 
and some countries where they have just recently gotten well organized 
and initiated a program, they are finding that their allocations are 
reduced rather than increased in relation to their new programs in 
some underdeveloped countries. 

Mr. Anperson. I cannot answer the last part of your question. I 
have to agree with you that from the standpoint of the Commodity 
Credit Corporation, for its donations to the volunteer agencies, it not 
only gets nothing in return in the way of dollars—it may get wonder- 
ful things in the way of return in good will and accomplishment—but 
in many cases it has to pay out additional dollars to have the product 
repackaged in order to give it away, sir. 
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In response to Congressman Johnson, my only point was that from 
the standpoint of the Commodity Credit Corporation as against the 
U.S. Government, Commodity Credit Corporation gets dollars. They 
are not dollars it gets from the Philippines. But from the standpoint 
of having to decide from the Commodity Credit Corporation stand- 

oint alone, it gets dollars. From the standpoint of having to pay out 
dollars for some of the donation programs—I am not speaking against 
donation programs—but from the standpoint of Commodity Credit 
Corporation there is the receipt of dollars on the one hand as against 
the paying out of dollars. 

Mr. Jounson. It is just a 20-percent cut on their request, not a 
policy of the Department ? 

Mr. Anverson. We are pushing the utilization of every pound of 
nonfat we have in stock, sir. We do have to rake certain decisions, 
or the Department has to make certain decisions, as to which one it 
goes to. Generally, as I understand it, the Commodity Credit Cor- 
poration would prefer to get dollars. 

Mr. Jounson. Can you tell me what is the most dried milk you have 
ever had on hand in the last 4 or 5 years at the end of the year? 

Mr. ANperson. I can in a moment, sir. 

Mr. Roserrs. While he is looking for that figure, Congressman 
Johnson, I am not sure what the situation is on the particular private 
oversea agency that you mentioned, but—— 

Mr. Jounson. As I understood them, and correct me if Iam wrong, 
they represent all agencies, practically all relief agencies. They are 
the overall agency, a kind of administrative agency for all relief 
groups, Protestant, Catholic, Jewish, and so on. 

Mr. Rosrrrs. Many of them had increased their requests, and I 
understood that the cut was from that increased request figure, and I 
think that it still leaves them with very close to the amount that they 
hada year ago. But it might mean that where they have been going 
into some additional countries, it might mean that they need to reduce 
their program in some other countries. 

Now, you did mention the report of the Francis Committee on the 
question of phasing out. It has been, and I believe pretty much all 
along, and expessed further by the Francis Committee, the policy 
that when the U.S. Government went into providing donations for 
school lunch and relief distribution and other purposes, it did not 
want to be committed forever on those donations, or any particular 
level of those donations, and that I think that all of the agencies of 
the Government are convinced that there should be arrangements for 
phasing down and phasing out many of those programs, almost re- 
gardless of which kind of program they are, because the donation pro- 
gram has been purely based from the beginning, and still is, on the 
availability of surpluses, that it was better to donate for useful pur- 
poses than to hold onto in Commodity Credit stocks. 

As Mr. Anderson brought out, on the other hand, the Commodity 
Credit Corporation and the Department of Agriculture have gen- 
erally felt that unless the State Department or some other agency in- 
sisted that some greater interest of the United States was involved 
than the question of return of dollars to the Commodity Credit Cor- 
poration, why, the Commodity Credit Corporation naturally would 
want to, and I believe really is required by its charter act, to get back 
dollars instead of making donations. 
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Mr. Jounson. I see you have the information for us, Mr. Anderson, 

Mr. Anperson. On Apr il 28, 1954, the stocks of nonfat in Commod. 
ity Credit Corporation’s inventory that had been assigned to some 
program were 599.3 million pounds. 

Mr. Jounson. Thank you. 

Are there any further questions by any members of the subcommit- 
tee ¢ 

Mr. Quire. Not until he is done with his statement. 

Mr. Jonnson. Had you not finished ? 

Mr. Roszerts. No, sir; I got to the bottom of page 2, almost. 

I thought I ought to ‘add in, along the line of Congressman Quie’s 
question, one that I was not able to answer offhand there, that by rea- 
son of the trade agreement between the United States and the Philip. 
pine Republic, importers of U.S. evaporated milk paid only 25 per- 
cent of the full import duty up to January 1, 1959, and 50 percent of 
the import duty from January 1, 1959, forw ard, 

On January 1, 1962, imports from the United States will pay 75 
percent of the full duty w ithin the terms of this agreement. In other 
words, the previous 50 percent is for 3 years, and then 75 percent. 

Mr. Quire. So does that mean that from 1962 on, they will only have 
to pay 75 percent of the import duty, or is there a termination date 
on that, too? 

Mr. Rozerts. The agreement went on, I think, at a change of rates 
up for quite a few more years after that in the case of some com- 
modities. There is a preferential duty that would be permanent 
after 1962, but I believe that is the case on the basis of that report. 
The revised trade agreement provides that on January 1, 1965, US. 
products will pay 90 percent of full duty, and after January 1, 1974, 
100 percent of full duty. 

To continue, Mexico represents our second largest foreign market 
for evaporated oe Our neighbors to the south purchased 154 
million pounds, 13.9 million pounds, and 16 million pounds of evapo- 
rated milk in 1956, 1957, and 1958, respectively. 

The Mexican Government produces and sells to the poorer classes 
of people fresh fluid filled milk made from vegeti able fat and US. 
nonfat dry milk. This nonfat dry milk has been sold for dollars at 
the U.S. export price. Commercial sales were 14 million, 15 million, 
and 18.5 million pounds in 1956, 1957, and 1958, respectively. This 
is our largest commercial market. H.R. 7146 would cut off the export 
of this large amount of nonfat dry milk and would have no foresee- 
able effect on sales of evaporated milk which have held firm to this 
market. 

H.R. 1746 appears to be aimed at protecting our established dairy 
export markets by prohibiting sales of nonfat dry milk at the export 
price where the use would be the manufacture of a filled milk ora 
filled milk product. 

Enactment of the bill would result in the reduction, rather than 
the expansion of exports of U.S. dairy products. The bill would pro- 
hibit U.S. access to part of the e xport market with little or no oppor- 
tunity of compensating increases in the sale of other dairy products. 
Nonfat dry milk is our largest dairy surplus item. By denying some 
markets to this U.S. product, the bill would work to the benefit of 
other dairy exporting countries supplying nonfat dry milk, including 
its use for filled milk. 
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The proposed bill seeks to serve the desirable objective of protect- 
ing our established markets. Evaporated milk and dry whole milk 
have and still enter the export market at commercial prices without 
the benefit of any Government subsidy. 

The Department frequently has considered the possibility of an 
export payment program along with, or instead of, direct sales from 
CCC stocks. We now have authori ity to institute such a program but 
do not believe it desirable. We believe it would be advisable to deal 
with this problem administratively rather than with mandatory 
legislation. 

a regard to filled milk production abroad, the Department. be- 
lieves that. the United States is faced with the decision as to whether 
it should compensate for the loss of a market for a natural dairy 
product by supplying dairy ingredients for a filled product, or whether 
it should accept a total m: urket loss for U.S. dairy farmers. 

I certainly appreciate the chance to appear before your committee, 
Mr. Chairman. 

Mr. Qum. I would just like to ask you why you do not believe 
it is desirable to grant an export subsidy to dairy products other 
than those three c¢ ommodities in CCC stor: age ? 

Mr. Roserts. I am sorry, I did not catch the tail end of your ques- 
tion, Congressman. 

Mr. Quire. On page 4, you say you do not believe that it is desir- 
able that the Department institute an export subsidy for other— 
in effect, other products than the three that now go into storage. 
Why do wou not believe that it is desirable ? 

Mr. Rozerrs. Maybe Mr. Anderson would like to comment on that. 

Mr. Anperson. The Department, including the Commodity Credit 
Corporation, has considered this problem very carefully. Its best 
estimate has been that since we have had substantial exports of dry 
whole milk and evaporated milk, and since there is no way to apply 
it, or at Jeast, we have not figured out any way to apply the—I do 
not like this word “subsidy,” but I cannot think of any other one 
right quickly—payment to only the additional, and since the pay- 
ment, would have to apply it to exports that would be made without 
the payment it would cost more than would be saved. 

Mr. Quire. In other words, you mean you do not believe there is 
a possibility to expand our export market of dried whole milk or 
evaporated milk sufficiently by this program to warrant the expense 
of a subsidy ? 

Mr, Anperson. That was the conclusion of the people who made 
the decision ; yes, sir. 

Mr. Quir. It does not have anything to do with the fact that you 
do not take those produc ts into Commodity Credit. Corporation under 
astorage program ‘ 

Mr. Anperson. That was not the basis of the decision; no, sir. 

Mr. Quire. You do not make any statement in here about how you 
feel about estab lishing different export rates to different countries 
under the ones that you presently subsidize. 

_ Mr. Roserts. Well, I think I might make a comment on that. That 
is that in the case of other commodities, I believe we have a firm 
US. price to all export customers, rather than a different price to 
individual export. customers, or different countries of the world, and 
Tam sure that in the case of any consideration that has been given 
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to this question up to this time, it has been the opinion that it is 
desirable to follow the policy that was expressed in the first press 
release that was issued on Public Law 480 by the Department of 
Agriculture, for example, of having the same price for Public Law 
480 commodities as we have for dollar sales. We cannot justify 
higher prices for Public Law 480 commodities, likewise—or, on the 
other hand—we cannot justify lower prices for Public Law 480 com. 
modities than for dollar sales, and we cannot justify different prices 
to different foreign customers for any commodity that I recall. 

Mr. Quiz. Thank you. 

Mr. Jonnson. I want to thank you for your appearing here, in 
behalf of the committee. 

I notice that they have listed Don Anderson also as being another 
witness. You have no special statement to make, have you? 

Mr. Anperson. No, Congressman, I do not. 

Mr. Jounson. The next witness is Otie M. Reed, Washington rep- 
resentative of the National Creameries Association. 

You may proceed, Mr. Reed. 


STATEMENT OF OTIE M. REED, WASHINGTON REPRESENTATIVE, 
NATIONAL CREAMERIES ASSOCIATION 


Mr. Reep. Mr. Chairman, I was before the committee for a con- 
siderable length of time last month, and you do have a number of 
additional witnesses. 

Mr. Jounson. It is going to be necessary that Mr. Quie and I both 
leave before 12, because we have a school milk bill coming up on 
suspension of the rules this morning. 

Just off the record for a minute. 

(Discussion off the record.) 

Mr. Jounson, You may proceed. 

Mr. Reep. Mr. Chairman, I have already spent some time before 
the major committee. I assume most of the members of this subcom- 
mittee were there when that was done. 

Mr. Jounson. I wonder if it would be possible for you to put your 
statement in the record as though it had been read, and then sum- 
marize it ? 

Mr. Reep. This morning, I wish to read the summary and make a 
few comments to give the people who wish to appear before the sub- 
committee some time. 

Mr. Jonnson. With no objection, that will be done. 

Mr. Reep. I am summarizing our major statement, that was made 
to the full committee last month. 

Our position in respect to this matter may now be summarized as 
follows: 

(a) Subsidization of nonfat dry milk for use in filled milk products 
which compete with regular commercial marketings of other dairy 
products and which disrupt such commercial marketings is improper 
under Public Law 480, and should cease, 

(6) Inasmuch as the Congress has stated that it does not want the 
authority of Public Law 480 used in such manner as to disrupt nor- 
mal commercial marketings of the United States, it is our opinion 
that proper administrative procedure would apply such restriction 
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to any export encouragement granted under other legislation. Thus, 
merely shifting the source of funds from Public Law 480 to other 
funds which may be used by the CCC does not, in our opinion, carry 
out the desires and intent of the Congress as expressed in Public Law 
480. Hence, the argument that may be advanced that utilization of 
other legislation and funds is not subject to the restrictions set forth 
in Public Law 480, is a technical maneuver which should not be per- 
mitted from an administrative point of view or, if permitted in the 
administration of the laws, should be stopped by the Congress. 

(c) Encouragement of filled milk production abroad by this Gov- 
ernment and by American dairy firms will unquestionably operate to 
the disadvantage of other dairy exporting countries. 

(d) Over the long run, expansion of production and marketing of 
filled milk products in tropical and subtropical areas which have 
readily available supplies of coconut oil will work to the longtime 
stultification of the develovinsét of export markets for natural dairy 
products, rather than carrying out the purposes of the law which are 
to expand and maintain export markets for U.S. commodities. 

(e) It is our opinion, furthermore, that aggressive production and 
merchandising of filled milk products abroad will almost certainly, 
over a period of time, raise questions as to why production and inter- 
state marketing of filled milk products in the United States should be 

rohibited. We in the dairy industry who have seen our markets 
or butter drastically reduced since the time an imitation commodity 
was periitted to imitate all the major characteristics of butter by 
synthetic means, such as color, flavor, and addition of vitamins, do 
not want the development of similar imitations for other dairy com- 
modities in the United States such as filled fluid milk, vegetable oil, 
frozen desserts, filled cheese, and the like. 

We should bear in mind that the all-important market for the 
American dairy farmer is our market right here at home. The most 
important segment of our U.S. dairy market is the market for fluid 
milk and fluid milk products, both in volume and value. 

It is our opinion that if U.S. dairy firms aggressively promote the 
production and marketing of imitation milk—‘mock milk” as it is 
called by the New Zealanders—the least important result, unfortu- 
nate as 1t may be, will be the stultification of export markets for na- 
tural dairy products and backing up of them butterfat displaced by 
coconut oil in the hands of exporting dairy countries, including the 
United States. The U.S. Department of Agriculture, through pay- 
ment of a subsidy on nonfat dry milk to be used in the manufacture 
of filled dairy products in foreign areas, is aiding in the achievement 
of this unfortunate result. 

Of greatest importance, however, is the very strong probability 
that some time in the future, probably the near future, the steady 
development of filled milk production throughout large areas of the 
world will practically certainly be associated with a growing demand 
for the production and marketing of filled milk products in the United 
States. If this situation should be permitted, the wreckage of all 
dairy markets in the United States, fluid milk as well as manufactured 
milk products, would be appalling. 

The members of my association, and those persons who have ap- 
peared or filed reports in support of the Marshall bill, want nothing 
whatsoever to do with the filled milk business anywhere at any time, 
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We sincerely hope the members of this committee agree with us and 
will take action to withdraw U.S. Government support from the 
filled milk production and marketing operations of which we com. 
plain in this statement. 

Mr. Chairman, that finishes the summary of my statement, 
(The full statement of Mr. Reed follows :) 

Mr. Reep. Gentlemen of the committee, my name is Otie M. Reed, 
am Washington representative of National Creameries Association, 
My office is located at 1107 19th Street NW., Washington, D.C.; our 
headquarters office is located at 817 New York Building, St. Paul, 
Minn. 

National Creameries Association is a nonprofit organization. Its 
membership is comprised of local, independent dairy plants located in 
Wisconsin, Minnesota, North Dakota, South Dakota, Nebraska, Towa, 
and Kansas. Our member plants are, for the most part, locally 
owned, independent cooperative associations of producers with a few 
locally owned, independent, private business partnerships or corpora- 
tions. We have no regional cooperative selling associations or line 
or regional cooperative or corporate firms in our membership, 

Our member plants manufacture butter, nonfat dry milk, some 
cheese, and about 30 of them, in addition to butter and nonfat dry 
milk, have grade A milk plant facilities from which they ship grade 
A milk to city fluid milk markets. 

We appreciate the opportunity of appearing before you this morn- 
ing to discuss certain aspects of Public Law 480. Also, if the com- 
mittee will indulge me, I wish to follow the discussion of Public Law 
480 operations with a brief description of a proposal which has been 
made by the National Creameries Association in respect to the expan- 
sion of commercial marketing of nonfat dry milk within the United 
States. 


_— 


I, STATEMENT REGARDING PUBLIC LAW 480 


1. National Creameries Association supports the general principles 
and purposes of Public Law 480.—National Creameries Association, 
while not familiar with all the operational details of the working 
of Public Law 480, is of the opinion that this legislation has been o 
value to the U.S. dairy farmer in disposing of surplus commodities 
and it is to be expected that some long-range benefits will accrue if 
export operations authorized by Public Law 480 are handled in such 
fashion to result in a permanent expansion of export markets for 
dairy commodities. 

We do not presume to recommend to the Congress the length of time 
which Public Law 480 should be extended, although it should be 
recognized that an extension of at least 1 year is the shortest practical 
extension that should be made. 

2. Problems that have arisen in the administration of Public Law 
480.—As we understand the matter, the basic principle of Public Law 
480 is to provide the means whereby commercial export markets for 
dairy products and other export commodities can be developed and 
maintained, 

It is our understanding that the powers and authorities granted the 
Secretary of Agriculture by Public Law 480 are to be exercised in 
such fashion as to safeguard usual marketings of the United States 
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and to assure that sales under this act will not unduly disrupt world 
rices of agricultural commodities. _ 

As we understand this provision, it means that the Congress did 
not want the Secretary of Agriculture to use the powers of the act 
in such fashion as to disturb or disrupt establishment of commercial 
export markets for commodities produced in the United States, nor 
did the Congress wish the Secretary to disrupt world prices of agri- 
cultural commodities through assistance granted under Public Law 
480. all it 

It seems to us that a provision of this nature is just plain common- 
sense and we heartily approve of it. 

In respect to some of the operations conducted by the Department 
of Agriculture under title I, Public Law 480, however, we regret to 
inform the Congress that, in our considered opinion, the Department 
of Agriculture has disregarded the provision of the law described 
above. The reasons for our opinion in this matter are set forth in 
the following section. 

3. Disruption of regular US. commercial exporting marketings 
through use of authority granted in Public Law 480.—It is our opinion 
that the U.S. Department of Agriculture, through its action in sub- 
sidizing nonfat dry milk solids which are shipped abroad and used 
in producing commodities that are highly competitive with regular 
US. commercial exports of natural dairy products, is disregarding 
the provision of Public Law 480 which requires the Secretary of Ag- 
riculture to take reasonable precaution not to disrupt commercial 
marketings of the United States. 

We wish to emphasize that a large portion of the nonfat dry milk 
exported under subsidy is not used in such fashion as to merit the crit- 
icism voiced above. However, subsidized exports to the Philippines 
and, to a lesser degree, Mexico, most definitely, in our opinion, violate 
one of the basic principles of Public Law 480. 

Figures furnished me by the Commodity Credit Corporation show- 
ing sales of nonfat dry milk under title I, title IT, and sales for dollars 
under authority of CCC charter and other laws, are set forth in tables 
1,2, and 3 in the appendix. 

In 1958, commercial exports under title I were 56.8 million pounds 
of nonfat dry milk, of which 10.5 million pounds went to the Philip- 
pines. 

CCC sales of dairy products under barter agreements were 10.3 
million pounds in 1958, of which 1.6 million pounds went to the Philip- 
pines. 

In 1958, CCC sold under its charter powers and other provisions 
of law, through commercial channels, 35.3 million pounds of nonfat 
dry milk solids, of which 18.8 million pounds were sent to Mexico and 
6.9 million pounds were sent to the Philippines. 

Total export sales of nonfat dry milk in 1958, per the above, were 
102.5 million pounds of which 87.8 million pounds were shipped to the 
Philippines and Mexico. 

_ In order to give you a well-rounded story as to our reasons for ob- 
jecting to the operations respecting the Philippines and Mexico, it is 
hecessary to give you certain background information. 

In regard to shipments to Mexico, it is to be remembered that, ac- 
cording to our understanding of the matter, the Mexican Govern- 
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ment embargoes the importation of all dairy products except nonfat | 


dry milk. We understand that this embargo is in effect because the | ™ 
Government of Mexico is desirous of protecting and promoting jt tt 
own local dairy industry. ie 

The nonfat dry milk shipped to Mexico is mixed with coconut oj] 


of Mexican origin, reconstituted to a fluid, and sold as filled fluid ne 
milk. Such milk, so we are advised, is sold through stores that are 
either owned or controlled by the Mexican Government to, presum. 


| 
ably, persons on low incomes. | in 


_ It is to be seen that this Mexican operation does not, in our opin- T 
lon, violate Public Law 480 for the reason that we have no export to 
market of any significance in that country except nonfat dry milk T 
due to the embargo placed upon imports by the Mexican Gover. 
ment, _ te 
The situation in respect to shipments of nonfat dry milk under mi 


export enbeidy to the Philippines, however, is in our opinion not only | ™ 
violative of Public Law 480, but also sets in motion forces which 


seem to us to be destructive of international trade in dairy products | 
rather than its enhancement. tic 


Starting in 1957, two U.S. dairy firms opened plants in the Phili To 
pines which, as we understand it, are subsidiaries of parent US . 
companies. of 

Both of these plants in the Philippines started manufacturing a | wi 
commodity called evaporated filled milk. It is manufactured in the _ 


Philippines by combining water and coconut oil with nonfat dry 

milk exported from the United States, then evaporated, canned, and ; 
sold through retail outlets in a fashion similar to the manner in whieh fa 
evaporated milk is sold. in 


The Philippines have long represented one of the major export | St 
markets for evaporated milk. The Foreign Agricultural Serviee, cu. 
U.S. Department of Agriculture, estimates that world exports of |. | 
evaporated whole milk in 1957 total 441 million pounds. ( Foreign in 
Agriculture Circular, U.S. Department of Agriculture, Foreign Agr- dis 
cultural Service, FD 16-58, published December 31, 1958.) In 

The circular named above states : in 

Exports from the United States in 1957 continued to be highly concentrated, ? 


| 
about 75 percent of total shipments going to the Philippines and 20 percent to 
Western Hemisphere markets, mainly Mexico and Cuba. 

The Philippines continued to be the principal market for evaporated milk 
in 1957, taking about 60 percent of total world exports. Africa, Western Ev- 
rope, and South America were also important outlets. 

Since the start of production and marketing of evaporated filled 
milk in the Philippines in 1957, the exports of U.S. evaporated milk 
to the Philippines have shown a very significant decline. 

Foreign Agriculture Cireular FD 9-59, publshed by the Foreign 
Agricultural Service, U.S. Department of Agriculture, under date of 
June 26, 1959, carries the official story as to the manner in whieh 
filled milk production is reducing the Philippine market for US. | 
evaporated milk. This publication states: 

The combined capacity of the plants producing filled milk is, or soon will & 
great enough to supply the total needs of the Philippine market for unsweetel 
ed canned milk. Whether this bill will occur depends upon the consumer d¢ 
sire for established brands of canned milk, and the recognized superiority of 
evaporated milk in infant feeding. These two factors may result in an indet 
nite continuance of an import demand at a sharply reduced level. 
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Total imports of evaporated milk into the Philippine market rose steadily in 
recent years until 1957, when they fell about 10 percent belowe 1956. In 1958, 
there was a sharp decline in imports, and a further substantial drop is likely for 
1959. After 1960, imports of evaporated milk may be no more than 10 to 15 
percent of the annual average for 1953-57 (approximately 135 million pounds). 
While U.S. brands may constitute nearly all of this total, their volume will 
nevertheless mean a drastic shrinkage in total U.S. exports of evaporated milk. 


However, this is not the end of the story. The circular quoted im- 
mediately above indicates that filled milk production probably will 
expand materially in southeastern Asian areas in the near future. 
The circular states that Philippine filled milk interests are intending 
to export this commodity to other areas in the very near future. 
Thus: 

Indications point to development in the near futuré of a Philippine export in- 
terest in canned, unsweetened, and sweetened filled milk, after the domestic 
market has been fully supplied. The development of this new industry has 
had vigorous support from the Philippine Government in its drive to expand 
domestic industrial output, reduce needs for foreign exchange for imports and 
where possible, increase earnings of foreign exchange through increased exports. 

There are potential export markets in nearby Asian countries which tradi- 
tionally havee been large buyers of sweetened and unsweetened canned milk. 
Total exports of canned milk, chiefly sweetened condensed milk, to countries 
within easy shipping distance of Manila were approximately 375 million pounds 
in 1957. There are various restrictions on either or both the import and sale 
of canned vegetable-fat filled milk in many of these countries; however, the 
widespread availability of indigenous vegetable fat in this area makes it un- 
certain how long it will be before there is a substantial weakening of these 
restrictions. 

Perhaps the most striking indication of the manner in which non- 
fat dry milk with subsidy aid fromthe U.S. Government is being used 
inthe Philippines to wreck a normal commercial market of the United 
States for a natural dairy commodity is shown in table 2 of the cir- 
cular noted immediately above, included in the appendix as table 4. 

The figures in table 4 show the startling fact ihat in the Philippines 
in 1956 regular evaporated milk comprised 100 percent of the total 
disappearance, i.e., consumption, of canned milk in the Philippines. 
In 1957 evaporated milk comprised 93 percent of total disappearance, 
in 1958 only 57 percent of total disappearance, and in 1959 it dropped 
to an estimated 3z percent of the total disposition. 

On the other hand, starting in 1957, evaporated filled milk ac- 
counted for 7 percent, 43 percent, and 68 percent of total canned milk 
disappearance in 1957, 1958, and 1959, respectively. 

It seems to us that only one conclusion is possible in connection with 
this matter and that is that the encouragement of filled evaporated 
milk production by the U.S. Government through its subsidization 
of nonfat dry milk has been of most material assistance in the devel- 
opment of filled milk production in the Philippines, which, in turn, 
has led to a drastic disruption—one might very well say destruction— 
of a regular commercial export market for U.S. dairy products. 

We think it is canal to conclude other than that the U.S. 
Department of Agriculture has, in this particular instance, most 
seriously violated Public Law 480 and the intent of the Congress in 
passing such law. 

Please bear in mind, gentlemen, that these figures I have quoted 
to you are taken from an official report, so that the U.S. Department 
of Agriculture’s own review of the matter bears out very clearly our 
contention that USDA is violating Public Law 480 in this operation. 
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Worse yet, it seems to us entirely logical to believe that the develop. 
ment of an imitation commodity in tropical and subtropical areas wi}j 
have most serious deleterious effects upon the future development of 
dairy markets in areas which now do not have an established dairy 
enterprise. 

Such development will be not only to the disadvantage of U.S. 
dairy farmers, but will result in very serious harm indeed to major 
exporting countries such as the Netherlands, Denmark, and New 
Zealand. 

4. Potential export dairy markets-—One factor of importance jp 
this entire problem of expanding export for dairy products through 
instrumentalities such as Public Law 480 and others, is, where are 
the potential markets ? 

It is, of course, rather axiomatic that the largest consumers of dairy 
products are either those which have a dairy industry of some mag. 
nitude in relation to their total population, or have traditionally been 
heavy consumers of dairy products which they import from other 
areas. 

Indications are that the major importing countries are situated 
largely in Western Europe. In 1957 Western Europe imported 886 
percent of all butter moving in international trade; 76.5 percent of 
all cheese; 25 percent of dry whole milk; 46.2 percent of nonfat dry 
milk; 14 percent of evaporated milk; and 5.3 percent of condensed 
milk. 

Of the countries in this area, the United Kingdom, in general, 
represents by far the largest import market. 

Basically, the major potential markets for the export volume of 
dairy producing countries outside of Western Europe are South 
America, Asia, and Africa. Vast concentrations of people live in 
these areas and their dairy industry is either extremely Vimited or, 
to all practical purposes, nonexistent. 

The major export market for evaporated milk and condensed milk 
in 1958 was Asia, which took 51.2 percent and 69.4 percent of total 
world trade in these commodities, respectively. In Asia, the Philip- 
pines is by far the largest single market. 

It would therefore seem reasonable to believe that the only areas 
in the world which constitute a large potential market for dairy 
products are those where the local dairy industry is relatively small 
or nonexistent and which have large populations. 

In these areas relatively important markets have been developed 
for some dairy products. 

For example, the most important single market for dry whole milk 
is Venezuela; for nonfat dry milk, India; for evaporated milk until 
the advent of filled milk, the Philippines; and for condensed milk 
Malaya and Singapore eas by far the largest market. 

Since South America, Asia; and Africa are the major remaining 
areas in which we may expect it to be possible to develop a strong 
export trade in dairy commodities on the part of the major exporting 
nations, it would seem to us to be the height of folly to promote the 
development of cheap imitation commodities which use only a por- 
tion of natural milk. 

Thus, if we and other dairy exporting countries follow the pattern 
set in the Philippines in other tropical and subtropical areas where 
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coconut oil is in relatively heavy supply, it would seem to us that two 
results would obtain. These are (a) current markets for natural 
dairy products which utilize all of the milk produced by the cow, 
namely, evaporated milk, dry whole milk, and condensed milk, will be 
destroyed, as is clearly indicated by the trend of events in the Philip- 
pines; and (6) any further expansion of export markets for natural 
milk products will be eliminated. 

We do not believe that the Congress intended that this should hap- 
pen through operations under Public Law 480. 

We are not the only persons who are disturbed about the general 
situation in respect to Philippine filled milk. In recent days I have 
reviewed articles published in dairy journals of major exporting 
dairy countries concerning the filled milk operations, and all of them 
exhibit a great deal of concern. 

5. Recommended corrective legislation—H.R. 7146—It is to be rec- 
ognized that two types of corrective action could be taken to stop the 
practices of which we complain, these being: (a) administrative 
action, or (6) failing administrative action, legislative action should 
be taken. 

Inasmuch as it is our view that the U.S. Department of Agriculture 
is violating the general principle of Public Law 480 through subsidiz- 
ing nonfat dry milk to be used in the manufacture of filled dairy prod- 
ucts abroad, the most simple corrective procedure would be for the 
Department of Agriculture to admit its error and cease violating the 
law. However, we do not expect the Department to take any such 
action inasmuch as in conversations with officials of the Department 
of Agriculture, we have encountered a most marked unwillingness to 
admit error in this matter, even though the Department’s own figures 
show very clearly that a serious error has been made. 

Inasmuch as the Department of Agriculture will not correct the 
situation by the very simple administrative expedient of ceasing to 
pay subsidies on nonfat dry milk exported for the manufacture of 
filled milk, we have no other recourse than the Congress. 

Hon. Fred Marshall, of Minnesota, has introduced a bill into the 
Congress, H.R. 7146, to correct this situation which we will describe 
as follows: 

Section 306(a): Prohibits the sale or disposition of any dairy com- 
modity under the act or with the assistance of the Secretary of Agri- 
culture under any other act, for use outside the United States for 
manufacturing, blending, or compounding of filled milk or filled 
cheese. 

Section 306(b): This section provides that the Secretary may ac- 
complish sale or disposition of any dairy commodity outside the 
United States by sale of stocks from the Commodity Credit Corpora- 
tion, or by cash payment to exporters at the export rate or rates de- 
termined by the Secretary, or, at the option of the exporter, by trans- 
fer to the exporter dairy commodities in CCC stocks. 

This paragraph (b) also is so framed as to authorize specifically 
export subsidization of dairy commodities which are not purchased 
by CCC under the price-support program. 

Section 306(c) : Provides that the Secretary may establish different 
export rates for dairy commodities produced in the United States 
and sold or disposed of in different countries if he finds such different 
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rates necessary to maintain or expand markets for dairy commodities 
in competition with filled milk or filled cheese. 

As drafted, this paragraph (c) permits the Secretary of Agricy)- 
ture, in those areas where he finds it necessary because of competition 
with filled milk products, to establish a large enough export subsidy 
to permit butterfat to compete with coconut oil in areas where neceg- 
sary. 

Section 306(d): Provides specifically that no dairy commodity 
produced in the United States shall be disposed of pursuant to the 
act or with the assistance of the Secretary of Agriculture under any 
other act if the Secretary finds that such sale or disposition wil] 
disrupt or displace any usual marketings of, or any normal patterns 
of commercial trade in, any dairy product produced in the United 
States. 

Thus this paragraph spells out in more specific detail the current 
prohibition in the act which provides that the powers of the act 
are not to be used to burden or disrupt normal commercial marketings 
of the United States abroad. 

Inasmuch as it would appear that the U.S. Department of Agricul- 
ture has ignored this principle of Public Law 480, paragraph (d) 
appears to be neous in this bill. 

Section 306(e): Carries definitions necessary to the bill. 

We urgently and respectfully recommend to this committee that it 
approve the bill introduced by Congressman Marshall and make it 
an amendment to any extension of Public Law 480 which this com- 
were recommends to the House of Representatives. 

What arguments may we expect in opposition to the Marshall 
bill ?_Since the Marshall bill was introduced, a few comments have 
been brought to our attention indicating disagreement with some por- 
tions of the Marshall bill on the part “of some factors in the dairy 
industry. We will list these objections and comment upon them as 
follows: 

(a) It has been stated that section 306(a) of the bill places the 
U.S. Government in the position of telling foreign countries what 
they may do with commodities purchased from this country. 

The bill does not do any such thing. The bill in section 306(a) 
merely prohibits the U.S. Government, either under Public Law 480 
or under the general charter powers of the Commodity Credit Cor- 
poration or other legislation, from paying a subsidy on nonfat dry 
milk to be used abroad in the manufacture of filled milk. 

Even with the Marshall bill export buyers of nonfat dry milk 
could purchase nonfat dry milk at regular U.S. market prices to be 
used in filled milk products abroad and the Marshall bill would not 
prohibit this action. 

In any event, why should not the United States attach conditions 
to the utilization of commodities which it furnishes to foreign coun- 
tries through aid of one form or another? 

(6) But, it is stated, the Marshall bill will deprive American farm- 
ers of a vast outlet for surplus nonfat dry milk. It is stated that if 
the United States does not furnish the nonfat dry milk for use in 
filled milk abroad, other dairy exporting countries ‘will do so. 

It is pertinent to note in this connection that throughout their en- 
tire export history there has been practically no dev elopment of the 
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encouragement of filled milk production by major dairy exporting 
countries other than the United States. We must bear in mind that 
it was the United States which started the wide-scale development 
of filled milk production abroad. 

Furthermore, we do not believe that if they were left to their own 
devices major foreign dairy exporting countries would endanger their 
commercial export markets for dairy products through the develop- 
ment of imitation products which use only a portion of the ingredi- 
ents of natural milk. 

We should bear in mind also that major exporting countries, exclud- 
ing the United States, depend very heavily upon the exportation of 
dairy products in their foreign trade. Thus, New Zealand, Aus- 
tralia, Denmark, the Netherlands, and, to a lesser extent, Switzer- 
land, Italy, and Canada depend upon foreign markets to dispose of 
their dairy products. 

Switzerland and Italy specialize very largely in the production of 
special types of cheese. 

The Netherlands exports butter, condensed and evaporated milk 
products, and dried milk products. 

Canada exports some butter and nonfat dry milk. 

New Zealand exports large volumes of butter and cheese and some 
nonfat dry milk. 

Denmark exports butter, condensed and evaporated milk, some 
dried milk products, and some cheese. 

I have not attempted to describe their full export operations, com- 
commodity by commodity, but the records show conclusively that these 
countries depend upon export markets for a large proportion of the 
dairy products they produce. 

In any event, if the United States continues to subsidize the ex- 
portation of surplus nonfat dry milk for use in filled milk, it is a 
forgone conclusion that other dairy exporting countries will be forced 
into this business whether they like it or not. We would be naive in 
the extreme if we think for one moment that dairy exporting coun- 
tries are going to sit idly by and see the United States expand the 
production of filled milk throughout the nondairy countries of the 
world without themselves going into the business as a matter of self- 
protection. 

Further justification for our position that foreign exporting dairy 
countries are viewing the development of filled milk production 
with extreme disfavor is to be found in articles in the dairy presses of 
Australia and New Zealand. 

One example of this attitude is the article entitled “Mock Milk” 
which appears in the September 10, 1958, issue of the New Zealand 
Dairy Exporter. This article, among other things, severely criticizes 
the advertising used in selling filled milk in the Philippines, and I 
have included the full text of this article in the appendix. 

Other examples of the attitude of other exporting nations could 
be included but would be repetitious. 

We submit that this and similar articles in the foreign dairy press 
cast a very large measure of doubt on the statements of opponents of 
the Marshall bill that if the United States does not furnish the non- 
fat dry milk for use in filled milk products abroad, other exporting 
dairy nations will do so. 
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Now, specifically, as to the point that the Marshall bill would de. 
prive American dairy producers of a vast outlet for nonfat dry milk, 
we wish to make the point that currently this outlet is very small 
indeed in relation to the total disposition problem facing the U.S, 
Government in respect to nonfat dry milk purchased under the price- 
support SY the iG 

In 1958 the Commodity Credit Corporation purchased under its 
price-support program 783.4 million pounds of nonfat dry milk. In 
addition, there were purchased and removed from commercial chan- 
nles of trade during 1958 through use of section 32 funds, 150.5 million 
pounds of nonfat dry milk. 

There is set forth in table 6 figures showing purchases and utiliza- 
tion of nonfat dry milk under the price-support and section 32 pro- 
grams, 1958. 

The largest class of utilization was foreign donations accountin 
for 59 percent of the total volume of dispositions of 915.3 million 
pounds in 1958. 

Section 32 disposition accounted for 16.4 percent of total disposi- 
tions, followed by commercial export sales of 11.2 percent, feed sales 
of 5 percent, noncommercial export sales of 4.9 percent, and 1.7 per- 
cent each was accounted for by ICA transfers and domestic donations. 

Under the assumption that all nonfat dry milk shipped to the 
Philippines and to Mexico in 1958 was used in the production of filled 
milk products, we find a total of 37.8 million pounds going to these 
two countries of which 18.8 million pounds were shipped to Mexico 
and 19 million pounds were shipped to the Philippines. 

Thus, of our total dispositions of nonfat dry milk during 1958, 
4.1 percent went to countries where we may assume that most if not 
all of it was used for filled milk. Shipments to the Philippines where 
filled milk production and marketing are being most aggressively 
pushed on a strictly commercial basis accounted for 2.1 percent of total 
U.S. nonfat dry milk dispositions in 1958. 

It is very hard indeed, I would say impossible, to conclude other 
than that, currently, utilization of nonfat dry milk in filled milk 
products abroad does not account for a really important proportion of 
our total nonfat dry milk dispositions and therefore it can hardly 
be stated that the Marshall bill will deprive dairy farmers of markets 
for a vast quantity of nonfat dry milk. 

It is interesting to note that in 1958 sales of nonfat dry milk for 
feed in the United States accounted for 5 percent of total dispositions 
and, furthermore, the price for nonfat dry milk sold for feed in this 
country is quite significantly higher than the export price charged 
exporters by CCC. During most of 1958-59, the export price for 
nonfat dry milk varied from a high of 9.9 cents to a low of 7 cents. 
Currently (as of July 1, 1959) the price of milk sold for animal feed 
is 10.6 cents per pound and the price for milk sold in export channels 
is 8 cents per pound f.a.s. vessel. 

It is to be noted also that, while the utilization of nonfat dry milk 
in filled milk products abroad does add another outlet to the total of 
disposition outlets available for nonfat dry milk, at the same time 
nonfat dry milk sold in this particular outlet deprives farmers of a 
market for the milk entering evaporated milk and condensed milk 
products which the filled milk product replaces. There is no way to 
conclude other than that the farmer is the lower in this transaction 
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inasmuch as utilization of nonfat dry milk in filled milk products 
would have to increase many times to offset the losses caused by the 
substitution of filled milk in natural milk products. 

6. Summary.—Our position in respect to this matter may now be 
summarized as follows: 

(a) Subsidization of nonfat dry milk for use in filled milk prod- 
ucts which compete with regular commercial marketings of other 
dairy products and which disrupt such commercial marketings is im- 
pap under Public Law 480, and should cease. 

(6) Inasmuch as the Congress has stated that it does not want 
the authority of Public Law 480 used in such manner as to disrupt 
normal commercial marketings of the United States, it is our opinion 
that proper administrative procedure would apply such restriction 
to any export encouragement granted under other legislation. Thus, 
merely shifting the source of funds from Public Law 480 to other 
funds which may be used by the CCC does not, in our opinion, carry 
out the desires and intent of the Congress as expressed in Public Law 
480. Hence, the argument that may be advanced that utilization of 
other legislation and funds is not subject to the restrictions set forth 
in Public Law 480, is a technical maneuver which should not be per- 
mitted from an administrative point of view or, if permitted in the 
administration of the laws, should be stopped by the Congress. 

(c) Encouragement of filled milk elnatans abroad by this Gov- 
ernment and by American dairy firms will unquestionably operate to 
the disadvantage of other dairy exporting countries. 

(d) Over the longrun, expansion of production and marketing of 
filled milk products in tropical and subtropical areas which have 
readily available supplies of coconut oil will work to the longtime 
stultification of the dovclepumenh of export markets for natural dairy 
products, rather than carrying out the purposes of the law which are 
to expand and maintain export markets for U.S. commodities. 

(e) It is our opinion, furthermore, that aggressive production and 
merchandising of filled milk products abroad will almost certainly, 
over a period of time, raise questions as to why production and inter- 
state marketing of filled milk products in the United States should 
be prohibited. We in the dairy industry who have seen our markets 
for butter drastically reduced since the time an imitation commodity 
was permitted to imitate all the major characteristics of butter by 
synthetic means, such as color, flavor, and addition of vitamins, do 
not want the development of similar imitations for other dairy com- 
modities in the United States such as filled fluid milk, vegetable oil 
frozen desserts, filled cheese, and the like. 

We should bear in mind that the all-important market for the 
American dairy farmer is our market right here at home. The most 
important segment of our U.S. dairy market is the market for fluid 
milk and fluid milk products, both in volume and value. 

It is our opinion that if U.S. dairy firms aggressively promote the 
production and marketing of imitation milk—“mock milk” as it is 
called by the New Zealanders—the least important result, unfortunate 
as it may be, will be the stultification of export markets for natural 
dairy products and backing up of the butterfat displaced by coconut 
oil in the hands of exporting dairy countries, including the United 
States. The U.S. Department of Agriculture, through payment of a 
subsidy on nonfat dry milk to be used in the manufacture of filled 
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dairy products in foreign areas, is aiding in the achievement of this 
unfortunate result. 

Of greatest importance, however, is the very strong probability that 
some time in the future, probably the near future, the steady develop- 
ment of filled milk production throughout large areas of the world 
will practically certainly be associated with a growing demand for 
the production and marketing of filled milk products in the United 
States. If this situation should be permitted, the wreckage of all 
dairy markets in the United States, fluid milk as well as manufactured 
milk products, would be appalling. 

The members of my association, and those persons who have ap- 
peared or filed reports in support of the Marshall bill, want nothing 
whatsoever to do with the filled milk business anywhere at any time, 

We sincerely hope the members of this committee agree with us and 
will take action to withdraw U.S. Government support from the filled 
milk production and marketing operations of which we complain in 
this statement. 


Il. STATEMENT REGARDING SOME ASPECTS OF GENERAL DAIRY PROGRAM 


We think that there are several things which the Department of 
Agriculture could do which would hold out material promise of ex- 
panding the consumption of dairy products. These actions could be 
taken under existing legislation, and in our opinion would be vecy 
constructive. 

Efforts to increase commercial consumption of nonfat dry milk in 
the United States are particularly dudweble because of the relatively 
heavy surplus position of this product. 

Table 7 shows the volume of nonfat dry milk sold commercially 
in 1957, classified according to end use of the commodity, as reported 
by the American Milk Institute. 

At this time, the U.S. Department of Agriculture estimated that 
about 3.3 percent of the volume of bakery production in the United 
States is accounted for by nonfat dry milk. It is rather generally 
agreed that a much larger percentage of nonfat dry milk could be 
used in bakery products, as well, perhaps, as in the other products 
listed in table 7. 

We believe the U.S. Department of Agriculture should institute a 
program for increasing commercial utilization of nonfat dry milk, 
This idea is not original with us, but the method of endeavoring to 
achieve such increased commercial utilization which we formally rec- 
ommended to the U.S. Department of Agriculture in January of this 
year is new in respect to this particular commodity. 

In January 1959, we sent formal recommendations to Secretary Ben- 
son, and have followed this up with conversations with him and a 
number of his top officials, that the Department of Agriculture in- 
stitute an incentive-use program for nonfat dry milk here in the 
United States. The broad outline of the program we recommended 
follows: 

(a) Type of program: Subsidy to commercial users for increasing 
their utilization of nonfat dry milk. 

(b) Volume on which subsidy would be paid: The volume repre- 
sented by increased use over a base-period use. 
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(c) To whom would subsidy be paid? To all commercial users who 
submit evidence of additional use. 

(7) When would subsidy be paid? After proof of additional use. 

(e) What is source of funds? Section 32. 

(f) Is additional legislation needed? No. 

(g) What would be the rate of subsidy? That would be left to the 
Secretary. 

(hk) What volume of increased use might be expected? We do not 
know, nor does anyone else. Estimates range from 100 million 
pounds additional use to perhaps several hundred million. 

(¢) Would the program be more costly than the current program ? 
No, it would be less costly because (1) there is no return to CCC on 
current giveaway programs which constitute the largest volume of 
dispositions, and (2) CCC would not have to purchase, store, and 
transport the cominodity since the program would operate through 
commercial channels. 

(j) Is this proposed program designed to take the place of the cur- 
rent nonfat dry milk purchase-and-disposition program of the CCC? 
No; it is proposed merely as a means of securing another potentially 
large outlet for nonfat dry milk. 

The feature of our proposal that, as far as I know, is original with 
us, is that the program requires no one to do anything. It is merely 
contemplated as an offer, in the true sense of the word—that is, take it 
or leave it. 

If bakers as a whole, or individual bakers, did not want to take 
advantage of the offer, that would be their decision—entirely their 
decision. 

Even if this proposed program, if effectuated, failed to move sig- 
nificant additional volumes of nonfat dry milk, who has been harmed ? 
No one. Failure of the program would merely show that this is one 
method of helping solve the nonfat milk surplus which does not work, 
and we could then go on to consider other methods. 

Inasmuch as our proposal has been taken before the Department for 
7 months and no action has been taken to make final disposition of 
the proposal one way or another, we would suggest. that this com- 
mittee, if it thinks the proposal worthwhile, formally request the 
Secretary for a report on the matter. 

We wish to express our appreciation for your courtesy in listening 
to our discussion of what we consider to be a very important and 
pressing problem. 

(The appendix to Mr. Reed’s statement follows :) 


APPENDIX 


TABLE 1.—CCC sales of nonfat dry milk for foreign currency under title I, 
Public Law 480, by country of destination, 1958 


Country Nonfat dry | Percent Country Nonfat dry| Percent 


milk | of total milk of total 
Colombia 790, 907 | 1.4 || Pakistan 590, 686 | 1.0 
Peru 490, 500 | 9 || Thailand 360, 000 6 
Poland 10, 961, 644 19.3 Philippines 10, 466, 868 18.4 
Turkey 2, 412, 830 | 4.2 || — 
Israel 15, 799, 727 27.8 || Total ....| 56, 873, 585 | 100. 0 
India 15, 000, 423 | 26. 4 || { 


Source: Commodity Credit Corporation, 
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TABLE 2.—CCC sales of nonfat dry milk for unrestricted use under barter 
agreements, by country of destination, 1958 




















| ————— 
Country Nonfat dry} Percent Country Nonfat dry} Percent 
milk | of total | milk of total 
Guatemala................- 266, 930 | 26 1) Japan...................i..] 1,776 Gil 17.2 
ey 216, 800 | 2.1 Pacific Far East and 
Central America............ 227, 253 | E3il  Pesiopines............_-. 687, 077 6.7 
Venesudla ..--....-.....4--- 1, 542, 200 94.0 1h RSID. cp cngenie- obey octeese 238, 250 23 
Es itiptmaiwinpewne acme 72185 | bo Seer a sae 36, 225 - 
Lie. then ckbbicabee 36, 000 -3 || Various countries_---....... 2, 709, 133 26.3 
South America............- 216, 950 | 2.1 fencers 
Philippines_.............._- | 1,569, 839 | 15. 2 || Soe rr 10, 316, 073 100.0 
PE A ns, dnt tegen | 1 


72, 000 7 | 





Source: Commodity Credit Corporation. 


TABLE 3.—CCO sales of nonfat dry milk for dollars for unrestricted commercial 
export, by countries, 1958 





— 







Country Nonfat dry} Percent Country 











Nonfat dry} Percent 
milk of total milk of total 
Canada 2 || West Germany............. 250, 055 6.4 
Mexico__- 2 207, 850 .6 
El Salvador 6 43, 200 oe 
Honduras 5 46, 575 ‘1 
Nicaragua... 3 900, 365 19.5 
Panama 4 168, 000 5 
Bermuda --- 1 Asia...... 106, 000 8 
Centra] America 1 || Morocco 120, 000 3 
Venezuela 9 || Libya ioanchhnokbeasnais 252, 225 7 
Ecuador .1 || North Africa SEN 66, 000 2 
Sal. eelssceseetessaed | .9 || Various countries_..-.-.....] 4, 288, 745 12.2 
| ES ee ere eee ree 228, 623 | .6 |} pote 
aatincnsadeitencsmenene 72, 000 2 | Total 35, 312, 809 | 100 





Source: Commodity Credit Corporation. 


TaBLE 4.—Philippine Republic: Estimated disappearance of imported evaporated 
milk and domestically produced canned filled milk, 1953-58; and tentative 
estimates, 1959 


{In thousands of cases] 





Disappearance Proportions 
iit eee ae Canned a 7 
Year | filled | l 
Total Evaporated; milk! |Evaporated) Canned 
milk | milk filled milk 
| 

1953_. E 2, 238 | 2, 238 | 4 100 |. 

$064... 454.+.-.-. ; 2, 678 | 2, 678 | 100 |. 
1955_ 3, 372 | 3, 372 wal 100 |_. stig 
1956_ - 3, 814 3, 814 | 360 1 .1..nueeee 
ie creations 4, 150 3, 850 | 300 93 | 7 
1958__- 4, 228 | 2, 428 | 1, 800 57 43 
1959 2 4, 500 1, 200 | 3, 300 32 65 








1 Based on unofficia] trade estimates. 
2 Provisional. 


Source: Copied from Foreign Agriculture Circular, USDA, FD 9-59, table 2, published June 26, 1959. 
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TaBLE 5.—T otal exports of dairy products by major exporting countries to areas 
of destination, 1957 














{In millions of pounds) 
Commodity 
Area of d stination ae ae S oii idieraasassneeiatii 
Butter Chees® (|[Dry whole | Nonfat dry| Evaporat- | Condensed 
milk milk ed milk milk 

Western Europe.........-..-- 989. 7 665. 1 51.4 109.3 61.6 28.1 
Fastern Europe-.--_- aang 5.8 13.9 3 ae cons OS Fils 
North America_..---.-_--.- ees 18.4 71.7 16.2 33.0 54.3 39.2 
South America..........-..... 8.2 18.9 79.2 7.3 28.4 8.1 
a eitial tala eeinemdioobon 23.3 21.1 35. 1 75.0 225. 9 368.7 
i octcunastewpabekae oeoue 32.3 63.9 11.1 7.9 58.9 77.1 
Oceania stdthdustus senate 2.2 1.3 1.8 .8 2.8 3.3 
PP OUIOTG.. .. 20 5 sdnscecccccsesee 37.2 13.7 8.6 3.1 8.9 6.4 
 cnatcsceete sana aah 1,117.1 869. 6 205. 0 236. 4 441.1 530.9 


Nore.—U.8. exports included in the above, exclude donations under Public Law 480 and concessional 
sales for special uses. 


Source: Compiled from tables 1 through 6, World Trade in Dairy Products, Foreign Agriculture Circular, 
FD 16-58, Dec. 31, 1958, 








TABLE 6.—Purchases and utilization of nonfat dry milk by COO under the price- 
support program and sec. 82 program, 1958 





Volume Percent of 
(millions of | totals—Pur- 
pounds) chases and 

disposi 














tions 
Purchases: 
PERE MODINE BIIEUS . s <0 c0adarnccornenassdnseaseemebeennentenmneiee tae 783, 4 83.9 
DUE: Di gnc nqrasctecqueedoctunentdhpihos acceudéegdbeingaeeaaaaaee 150. 5 16.1 
WR iiic in chicas vind goat mindstbntedossoenn4peieseaghiietiel 933. 9 100. 0 
———S>'=—)b«s 
Utilization: 


Commercial Gomnentic sels... sc cciccednddducccacscwivaccasdscsébectveitibeds bedi tdk 






I a 45.6 5.0 
Commercial export sales 102.4 11,2 
To filled milk areas (37. 8) (4.1) 
Other areas.........- (64. 6) (7.1) 
Noncommercial export sale 44.8 4.9 
OTR a eee ee a 15.6 1.7 
Donations: 
EPONA. gna nckaheuccbusnsccedennesobansasebhaeptbtebi eek 15.6 1.7 
OT inc ba Siccckccabcotddccatidddibbcabadllidthinnabiidldedilcas 539. 9 59.0 
BT os. wtinsidecescimjncasmnneegeunsbbuedhetaartinenipsasiedtenasiinel .9 1 
Tina cova on ndcscsctancntusadcbnccesenackdbbdégeeshetecleuetniaas 764.8 83.6 
8 eee ae EN ORT SORE 150. 5 | 16.4 
Total, all dispositions 915.3 100. 0 








Source: Compiled from published reports of Commodity Credit Corporation. 
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TABLE 7.—United States: Commercial domestic sales of nonfat dry milk by end 
use, 1957 


EF — — os 




















Ls 

7 Volume Percent of 

Use (millions of | total com. 

pounds) mercial use 
pakery groducts.....+.-..........- et iit daialete abies Mitek i = tkeaieaion 332. 5 36.5 
| SSS a a a ea ea sea ea a 216.8 | 23.8 
Packaged for home use..______- as as Nees ne Ie eats oe cae | 155. 0 17.0 
Meat processing-...........-.- ssa bole Be i cekGglelvccsendeOdelcecenep 109. 3 12.0 
Prepared dry mixes_..........__- Ns nance cee ead gna eh telvakames 52.8 5.8 
Confectionery. ...........-_- 3 et, tas baacianete 18. 2 2.0 
Soup manufacturers. ___-_-_- nc cea Rac ce eth acnann st 4.6 ‘5 
Ee eae eee eS nic cae- inlet Rann ccrcielivat as Sandee 3.6 a 
Soft drink bottlers__- > Bbisisandetett<c<ssddetetbestccen 1.8 | 2 
Chemicals, pharmaceuticals _ _- be ee i ter eee 9 ef 
OR en a es he aie Hi seca 5.5 ‘6 
a hid Salhi avicnirceaebunUheustbl nwoweaderacneceuoumndesbied 10.0 1.1 
NN IND i. 3 BE Sc ss ow Bb es nko ckbedaieemcedoedbe 911.0 100.0 


1 This is nonfat dry milk processed for human consumption only and is not to be confused with dry ski: 
milk for animal feed. 


Source: ‘‘Census of Dry Milk Distribution and Production Trends,” American Dry Milk Institute, Inc. 








[Excerpt from New Zealand Dairy Exporter, Sept. 10, 1958] 


Mock MILK 


Synthetic milk made from skim milk powder and vegetable fats is providing 
a new headache for dairy industry leaders of the world, not yet recovered from 
their efforts to cope with the international problem of dumping. While this 
mock milk has not had any direct effect on New Zealand’s sales as yet, it is 
gaining in popularity on several markets and repercussions in this country will 
be evident if the trend is not halted. However, efforts now being made to con- 
trol this commodity on an international scale should do much to counter the 
damage that synthetic milk could do to the market and the Dairy Board and 
Dairy Commission intend to do all they can to insure that this margarine of 
milk is not passed off as the real thing. 


A CLOUD ON THE MARKETING HORIZON 


At a time when the industry is just recovering from an adverse market 
created by politically inspired production and dumping of butter, it is dis- 
couraging to find another cloud looming up on the marketing horizon. The 
success of synthetic milk—referred to also as filled milk—on several markets, 
is good reason for concern and dairying interests are ready to tackle the prob- 
lem of an international level without delay. 

When butterfat is removed from whole milk to make butter, skim milk powder 
can be made from the residual; synthetic milk is made by putting the fat back 
in the form of groundnut or coconut oil. This vegetable fat comes from coun- 
tries with low standards of living in the main and the produce is therefore 
bought very cheaply. Mock milk can sell at considerably less than the price 
of the real thing. It is reported to taste quite well and can be stored easily. 

It is clear that milk and mock milk could both share the world market, the 
latter selling where cow’s milk is too expensive, or not available. Since one 
basic commodity is skim milk powder, synthetic milk could well be a side line 
to dairy production. 

FALSE CLAIMS 


What worries dairy industry leaders here and abroad is that the synthetic 
product is being sold as the real thing. The manufacturers are, in fact, cashing 
in on the “drink more milk” and similar advertising campaigns that dairy farm- 
ers have sponsored in many countries The public, in many cases, are not aware 
that they are getting a substitute product. 

This is the point of objection with the dairy produce marketing organizations. 
Clearly, in underdeveloped countries, such as the Philippines, Malaya, and 
others, this vegetable milk will have a place, especially since the working class 
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of that country is paid low prices for the vegetable fats they produce. They 
should get the benefit of cheap milk not otherwise available to them. But 
organizations such as our own Dairy Board and Dairy Commission do object 
strongly to the advertising being indulged in by manufacturers of the new “milk” 
substitute. 

Too often the suggestion given by the label or by advertising copy, is that 
the mock milk is simply ordinary milk with something extra added. By such 
techniques the synthetic milk salesmen are getting their product on to the United 
Kingdom and other markets with a high standard of living. 


GOVERNMENT ACTION 


There are good reasons why European governments should insure that syn- 
thetic milk does not replace the pure product. Under the farming subsidization 
schemes in operation in European countries in general, the public had paid 
part of the price of a pint of milk before they get it, because of farming subsi- 
dies. If butterfat is removed from whole milk they lose on the butter made 
from it because that butter inevitably sells at below cost of production. And 
to get their milk they have to pay to import vegetable fats. Though it may ap- 
pear to be cheaper than whole milk, in the long-run they pay ruch more. 

The subject will therefore receive considerable attention at future meetings 
of the IFAP (International Federation of Agricultural Producers) and FAO 
organization of the United Nations. New Zealand representatives at any such 
meetings will obviously be concerned to back any attempt to get Government 
backing for a restriction on the use of misleading advertising by the manufac- 
turers of the synthetic product. 


SURPLUS BUTTERFAT 


As far as New Zealand is concerned, mock milk will have no direct effect 
within our own Dominion, but it will obviously have an effect on our traditional 
and potential markets. If butterfat is to be taken from whole milk in the 
United Kingdom instead of that whole milk being sold as such, butter produc- 
there must inevitably increase. The same situation would apply to European 
countries, the butter finding its way to the United Kingdom market to fetch 
any price it can. Close cooperation on this matter between the New Zealand 
Dairy Board and Commission and the Milk Marketing Board and Ministry of 
Agriculture of Britain will insure that synthetic milks sail under their true 
colors and do not pirate a market created by the true product. 


MEDICAL RETRACTION 


One of the claims that has been made for the new “milk” in some quarters 
is that it will not cause damage to the arteries as animal-fat products are ac- 
cused of doing. In this respect it is worth noting that among the medical 
fraternity who first sponosored the theory—the popular press boosted medical 
uncertainty into pseudo scientific fact—there has been a complete about-turn. 

An American scientists, Dr. ————* who was among the first to condemn 
dairy products for causing artery thickening and coronary thrombosis, recently 
came down to earth when be stated: “It was first suspected that cholesterol, 
present in animal fats, might be a culprit but there is convincing evidence that 
it is not the cholesterol we eat that causes the trouble but rather the high 
total fat level in the American diet. The present average adult diet contains 
at least 40 percent calories from fat. This should be cut to about 25 percent. 
And the safest way for us to lower our fat intake is to eliminate the processed 
and chemically manipulated fats which are newcomers to our diet. Other 
fats, such as butterfat, meat fats, and the fat in poultry and eggs, are com- 
bined with high-quality protein and essential mineral and vitamins. We do 
not want to reduce intake of these nutrients and reduce the quality of our 
diet.” 

It is apparent that synthetic milk has a place, especially in countries with 
low standards of living and inadequate supplies of fresh milk. In such coun- 
tries, vegetable milk will be a valuable addition to a diet at present lacking 
in several essentials. Equally obvious is the fact that it should not be allowed 
to pose as the real thing on markets where fresh cows’ milk is readily avail- 





1 The spelling of the name is not clear. 
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able. International organizations, if they are backed by governments with 
the public good in mind, will insure that such masquerading does not continue, 


Mr. Reep. If you will indulge me a few minutes, under question- 
ing before the full House Committee on Agriculture last Monday, I 
pointed out that we had formally requested the Department of Agri- 
culture to cease subsidizing nonfat dry milk for shipment abroad to 
be used in filled milk products. The question was asked as to whether 
or not we had received a reply from the Secretary, and my answer was 
in the negative, because at that time, we had not received a reply, 
Now, I do have here this morning a letter which I received, I guess 
it was last Friday. It is dated July 29, 1959, from the Secretany of 
Agriculture. It is very short, a with your indulgence, I might 
read it. In any event, I will furnish copies for the record. I think 
| should do that to clear up the point that the Secretary has made 
in reply to our formal protest. The letter is as follows: 


Deak Mr. Reep: We have given your letter of June 29 with reference to 
the export of U.S. nonfat dry milk to the Philippines careful study within the 
Department. 

We appreciate the complete review of this subject that you have made. Yoy 
are correct that the Philippines was the largest export market for U.S, evap. 
orated milk. The largest supplier of this market was a U.S. company, one of 
the two participants in the production of filled milk. At the time when appli- 
cations were being made to the Philippine Government for the manufacture 
of a filled evaporated milk product there was divided opinion in the industry 
as to the effect of manufacture of this product would have on the evaporated 
market. There were those who believed that the manufacture of such a project 
would create a larger total market for dairy products in which evaporated milk 
would still have a major share. 

As you understand, there is a desire in many of the new countries, such as 
the Philippines, to expand the domestic industries with a resulting higher degree 
of industrialization combined with a lesser demand on their foreign exchange 
reserve. The development of an industry utilizing the domestically produced 
coconut oil had strong appeal with the Philippine Government. 

The CCC export price of U.S. nonfat dry milk it determined by the world 
trading price for this commodity. In other words, if nonfat dry milk is not 
available from the U.S. supply then it could be purchased from other supplying 
countries at a comparable price. The denying of a market to U.S. nonfat 


dry milk could result in merely the loss of that market for the U.S. product with © 


the demand being supplied by another dairy exporting country. 

It would appear that filled products will be manufactured in certain overseas 
countries regardless of any action of the U.S. Department of Agriculture or 
other U.S. governmental agencies. Therefore, in regard to filled products, the 
United States is faced with the decision as to whether it should compensate for 
the loss of a market for a natural dairy product by supplying dairy ingredients 
for a filled product, or whether it should accept a total market loss for U.S, 
dairy farmers. 

Sincerely yours, 
E. T. Benson, Secretary. 

I might say that that is the crux of the argument, that as far as we 
are concerned, we think that the result of subsidizing nonfat dry 
milk production abroad, particularly in the Philipplnes, has led to 
the wreckage of the evaporated milk market. We think definitely, 
and on the basis of published reports of the U.S. Department of Agri- 
culture, Foreign Agricultural Service, that the Philippines is just the 
first point of development, so to speak, of this commodity abroad. 

The Department, as I mentioned in my previous testimony, in its 
foreign agricultural circular issued June 26, 1959, points out that 
the Philippines are now ready to extend their exportation—ready to 
start. rather, the exportation of filled milk products to other nearby 
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Asian countries. I think we can thus see that if this development 1s 
not contained and stopped, in many, many areas of the world, we are 
going to find that filled milk will supplant natural dairy products. 

I think also that if one could analyze the figures, it would be per- 
fectly true that we would have to export a great deal of nonfat dry 
milk in order to make up for the loss of markets which will eventuate 
from the current situation and its further expansion. 

I received in the mail this morning, to close my statement, a tear 
sheet from the Journal of Commerce, in the Philippines—I suppose 
that is where it is from, it is all datelined Philippines—which might 
lead to some additional reasons as to the action in a. import 
tax preference and the like to the U.S. evaporated milk, and with 
your indulgence, I shall read it and it will take 2 or 3 minutes. This 
is datelined Manila, July 29. 

Mr. Jounson. Would you just as soon summarize the statement 
and then put the statement in. I think we shall have time for one 
more witness before we have to leave. 

Mr. Reep. Well, this is a news story appearing in the Journal of 
Commerce, and it points out that the Philippine Coconut Adminis- 
tration is taking a rather dim view of the bill before you, H.R. 7146, 
although it is not named by name. It states that from the point of 
view of the American milk industry, the thing was aggravated by 
the fact that the United States agreed to sell filled milk to the 
Philippines below cost. The astonishing thing to me in this, one 
that | have no information on, however, brings about sometliing else. 
It says, on the other hand, the coconut administration’s protest against 
the sale by the U.S. Government of 10 million pounds of coconut milk 
appeared to be ineffectual. 

(The complete news item is as follows :) 


NATIONAL CREAMERIES ASSOCIATION, 
Washington, D.C., August 3, 1959. 

Memorandum to: House Committee on Agriculture. 

From: Otie M. Reed, Washington representative. 

Subject: Calculations showing how much filled evaporated milk would have 
to be produced in the Philippines in order to balance the loss of the evapo- 
rated milk market against gains from additional” marketings of nonfat 
dry milk. 

The U.S. Department of Agriculture has testified before the Dairy Sub- 
committee of the House Committee on Agriculture and before the full House 
Committee on Agriculture to the effect that subsidization of nonfat dry milk 
to be used in the Philippines in the manufacture of filled evaporated milk pro- 
tects the American dairy farmer by giving him an additional export outlet. 

The Department of Agriculture is completely in error in this matter as we 
think you will see by reference to the following calculations: 

(1) In 1958, 2,296,000 cases of evaporated milk were exported to the Philip- 
pines from the United States. 

(2) The manufacturer’s selling price in the United States for evaporated 
milk in June 1958 was $6.10 per case. (I have not had time to work out the 
average price for the year since it was necessary to get this memorandum into 
your hands immediately. ) 

(3) Total value of evaporated milk exported to the Philippines computed on 
the basis of U.S. manufacturer’s selling price in June 1958 was $14,005,600. 

(4) About 8 pounds of nonfat dry milk solids are present in a case of evapo- 
rated milk. 

(5) Thus, in 1958, nonfat solids in evaporated milk exported from the United 
States to the Philippines amounted to 18,368,000 pounds. 

(6) The value of 18,368,000 pounds of nonfat solids, calculated at the CCC 
support price of nonfat dry milk at 14 cents per pound, was $2,571,520. 


= 
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(7) The value of 18,368,000 pounds of nonfat solids at the CCC export price 
of 7 cents per pound in 1958 equals $1,285,760. 

U.S. Department of Agriculture publications show conclusively that there will 
be practically no evaporated milk exported to the Philippines in the coming 
years, but bear in mind that in 1958 we had a $14 million market as computed 
above. 

If the dairy industry in the United States is to break even in this situation, 
it follows that the use of nonfat dry milk solids in the production of filled 
evaporated milk in the Philippines must increase to the point where it equals 
the value of the evaporated milk market loss because of filled milk. 

Thus, it becomes incumbent upon us to inquire how much volume filled evap- 
orated milk in the Philippines must attain in order for this break-even point to 
be reached insofar as the dairy industry is concerned. 

(1) First, we calculate the poundage of nonfat dry milk that would have to 
be exported to the Philippines to be used in filled evaporated milk by dividing 
the total wholesale value (United States) of evaporated milk exported to the 
Philippines in 1958 of $14,005,600 by 14 cents (CCC support price per pound of 
nonfat dry milk). 

(2) This calculation shows that it would take 100,040,000 pounds of nonfat 
at the 14-cent CCC support price to be worth $14,005,600. 

(3) 100,040,000 pounds of nonfat dry milk will furnish the nonfat milk solids 
required to manufacture 12,505,000 cases of filled evaporated milk. 

(4) If we use the subsidized export price of 7 cents per pound in making 
similar computations, we find that we would have to export to the Philippines 
to be used in filled evaporated milk production 200,080,000 pounds of nonfat 
dry milk. 

(5) 200,080,000 pounds of nonfat dry milk will furnish the nonfat solids 
requirements for 25,010,000 cases of filled evaporated milk. 

Another way of getting at this result is to use farm values and make the 
following computations: 

(1) Average price paid producers at evaporated milk plants in the United 
States in 1958 equals $3.33 per hundredweight. 

2) Farm value of milk used in the 2,296,000 cases exported to the Philippines 
equals $7,645,680. 

(3) U.S. Department of Agriculture figures that returns to dairy farmers 
for nonfat dry milk purchased under price support program amount to about 80 
cents per hundredweight (milk equivalent) or 10 cents per pound of nonfat 
dry milk. 

(4) On this basis, the 18,368,000 pounds of nonfat milk solids present in the 
2,296,000 cases exported to the Philippines in 1958 would, if purchased under the 
price support program, return to farmers $1,836,800. 

(5) Thus, the farm value of milk used in evaporated milk as compared to the 
the nonfat solids that would have been used in making an equivalent volume 
of filled evaporated ntilk is $7,645,680, as compared to $1,836,800, or 4.2 times 
as great in favor of evaporated milk. 

(6) In order for farmers to break even under this calculation for the loss 
of the Philippine evaporated milk market, we would have to export a minimum 
of 77,145,600 pounds of nonfat dry milk which would manufacture 9,643,000 
cases of filled evaporated milk. 

Of course, these calculations assume a support price of 14 cents per pound 
with export subsidy costs underwritten by the Government. 

Inasmuch as the U.S. Department of Agriculture estimates that in 1959 total 
consumption of both evaporated milk and filled evaporated milk in the Philip- 
pines will be 4,500,000 cases, it would appear that there is absolutely no possi- 
bility for the American dairy industry and the American dairy farmer ever to 
gain back what they will have lost through the development of filled evaporated 
milk production in the Philippines, aided and abetted by CCC subsidy. 

From the foregoing, it should also be quite clear that there will be a vast dimi- 
nution in world export trade in natural dairy products including the United 
States, if filled evaporated milk production abroad is to be encouraged by the 
U.S. Department of Agriculture and the U.S. dairy firms. 

I request that this memorandum be made a part of the hearing record. 

Sincerely yours, 
Otte M. REEp, 
Washington Representative. 
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Mr. Reep. I do not know what that means, but apparently there is, 
according to this report, we may be getting a backlash in respect to the 
proposal here from some action that was taken in respect to stockpiled 
coconut oil. But as I say, I know nothing about it, and I merely call 
it to your attention in case the committee wishes to inquire. 

I thank you very much for your courtesy, and I am finished. 

Mr. McIntire. Just one short question, Mr. Chairman, of Mr. Reed. 

Mr. Jounson. Mr. McIntire. 

Mr. McIntire. The points brought out by the Secretary in his reply 
to your letter, do you concur in those general observations of the 
Secretary ¢ 

Mr. Rrep. I do not. 

Mr. McIntire. Thank you. 

Mr. Jounson. Are there any further questions? If not, we shall 
thank Mr. Reed in behalf of the committee for appearing before us, 
and call our next witness, George Tiffany. 


STATEMENT OF GEORGE 0. TIFFANY, GENERAL COUNSEL, NESTLE’S 
PRODUCTS (EXPORT), INC., STAMFORD, CONN. ; ACCOMPANIED BY 
J. EDWARD BURROUGHS, COUNSEL 


Mr. Tirrany. Mr. Chairman, my statement is a long statement, and 
I have a lot of facts. I do not know if you want to hear me now, or 
hear some other shorter witness. 

Mr. Jounson. Yes. Do you want the same privilege Mr. Reed had 
of putting your statement in the record? This is the same statement 
that is appearing in the full committee record, is it not? 

Mr. Tirrany. Well, Mr. Chairman, it was referred to by Mr. Cooley 
as the Sears, Roebuck catalog. 

Mr. Jounson. Off the record. 

(Discussion off the record.) 

Mr. Tirrany. I would ask, Mr. Chairman, to have the statement 
incorporated in the record, and I shall address myself to the exhibits 
that are attached to it. 

Mr. Jounson. All right, we shall put the statement in the record, 
and you will summarize your statement in your testimony. 

Mr. Tirrany. The summary of that statement, Mr. Chairman, was 
incorporated in the hearing record. 

Mr. Jounson. Then we shall just incorporate your remarks. 

Mr. Trrrany. If you will incorporate this large statement, however, 
in this record, I shall appreciate it. 

Mr. Jonnson. We cannot put in all these exhibits you have here. 

Mr. Tirrany. I understand that there is some problem on that. 

Mr. Jounson. We can print your regular statement, and I under- 
stand this is the same statement that was incorporated in the full com- 
mittee record ¢ 

Mr. Tirrany. No, it is not. It is only the summary that was re- 
corded there. 

Mr. Jonnson. All right, we shall include the full statement in the 
record, That isa 17-page statement ? 

Mr. Tirrany. That is correct, sir. 

Mr. Jonmnson. You may proceed, Mr. Tiffany. 

Mr. Tirrany. Thank you, Mr. Chairman. 
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If you gentlemen will refer to exhibit B, here, you will see that 
it is a letter from True D. Morse, Acting Secretary of the Department 
of Agriculture, and I want the record to show that definitely this 
matter of a filled milk program was called to the attention of the 
Secretary of Agriculture, and this letter of Mr. Morse’s, is in reply to 
that notice or letter putting them on notice of this matter. In one 
statement in Mr. Morse’s letter, it is the penultimate paragraph of that 
letter, he says that the laws and regulations of the Philippi Repub- 
lic, like other independent foreign countries, are the province of its 
government. 

We understand that the Philippine Government is encouraging the produc- 
tion and sale of “filled” milk to provide a market for coconut oil which is one 
of its principal products. If CCC refused to sell nonfat dry milk at its export 
price, for use in evaporated “filled” milk in the Philippines, the nonfat dry 
milk for that use undoubtedly would be obtained from foreign sources. 

Now that statement, Mr. Chairman, and gentlemen of the commit- 
tee, made by the No. 2 man in the U.S. Department of Agriculture, 
clearly refutes the statements made to the full committee on July 14 
by the FAS witness, Mr. Ioanes, on page 146 of the hearing record, 
that we did not know—I am quoting Mr. Ioanes. He said: 

We did not know at the time that it would be used in filled milk, and if we 
do have another program with the Philippines where nonfat milk can be used 
in making filled milk, we would require that country to buy a certain amount 
of evaporated milk as a condition of getting nonfat milk. 

It likewise refutes the statement of the other witness, Mr. Meyers, 

that— 
Where a country would ask for nonfat dry milk to use in part to make filled 
milk, and where we have an established commercial market for another dairy 
product such as evaporated milk, we would agree that a precaution should be 
taken to insure that the production of filled milk using our nonfat milk does 
not impair the market for dry milk. 

Also it refutes Mr. Meyers’ statement on page 159 of the hearing 
record that his office has said to the Philippines: 

If you want nonfat milk, which you have a right to use in making filled milk, 
that would have to be im addition te the amount of evaporated milk you have 
been buying for dollars. 

Mr. Chairman, I want to make it quite clear here that it would ap- 
pear from the testimony of the Government witnesses at the main 
hearing that some consideration was given to protecting the market 
for evaporated milk in the Philippine Islands, and I wish to go on 
record and say that that clearly is just not the case. No effort was 
made to protect it. The Department of Agriculture did know of the 
fact that the nonfat dry milk that was being sent out to the Philip- 
pines was to be used for the purpose of filled milk, or else their agri- 
cultural attaché and their intelligence officers out there must have 
been awfully blind. 

Mr. McIntire. Mr. Chairman, could I ask a question at this point? 

Mr. Jonnson. Mr. McIntire. 

Mr. McInvire. I am sure, Mr. Tiffany, that this morning you heard 
Mr. Roberts make reference to the fact that in the agreement which 
has now expired, there was a protection of 5 million pounds of usual 
marketing. I rather thought, and on this point I stand corrected, 
that that reference was made to nonfat dry milk solids, and not to 
evaporated milk. 
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Mr. Tirrany. That was my understanding, too, Mr. McIntire, that 
they were protecting the market for nonfat and not protecting the 
market for evaporated whole milk. 

Mr. McIntire. That is the point I want to get clear in my mind, 
that your point is that whether or not it is a matter of record, it should 
have been certainly a matter of knowledge that the shipment of nonfat 
dry milk solids was going to replace evaporated milk in the extent to 
which they were used in this filled milk program, and that the usual 
marketings of evaporated milk, when this agreement was negotiated, 
were not adequately protected. 

Mr. Tirrany. That is precisely my point, Mr. McIntire, that no 
consideration was given to evaporated milk when the original agree- 
ment was negotiated with the Philippines. 

Mr. McIntire. Could I ask a question at that point? 

Mr. Jounson. Surely. 

Mr. McIntire. Perhaps you will cover it in your statement, Mr. 
Tiffany, but I have to leave in a moment, and I want to ask you this 
question. 

Would you put into the record the volume of evaporated milk which 
your companies ship into the Philippines specifically from U.S. man- 
ufacture, and could you give us a record as to how much this program 
has impaired your own exports into the Philippines during this sub- 
sequent period ¢ 

r. Trrrany. Mr. McIntire, this is fully covered by exhibit G in 
this long statement, and I would like very much to have that exhibit 
made part of the record. 

Mr. Jounson. Exhibit what? 

Mr. Tirrany. Exhibit G. 

Mr. Jounson. If there is no objection, it will be included at this 
point. How many pages does that consist of ? 

Mr. Trrrany. That exhibit G indicates the amount of evaporated 
whole milk exported to the Philippine Islands by Nestle, and by all 
other competitors of Nestle, during the years 1954 through 1958. It 
shows the total going from the United States to the Philippines, and 
the total going to the Philippines from other countries during those 
same years. It is broken down by brands, broken down by companies 
which ship the milk out there, the source, where it came from, and 
further 

Mr. Jounson. Is that right, that it consists of 10 pages? 

Mr. Trrrany. Yes. 

Mr. Jounson. Is there any objection to including it at this point? 

Hearing none, that will be done. 

(The document referred to is as follows :) 





EXHIBIT G 


IMPORTED EVAPORATED WHOLE MILK VERSUS PHILIPPINE FILLED MILK 


The results of an on-the-spot investigation in the Philippines, showing yearly 
imports of evaporated whole milk from all sources during the period 1954-58, 
plus estimates for 1959, broken down by countries of origin and names of 
suppliers, and data indicating the extent to which Philippine imports of evap- 
orated whole milk have been or are foreseen to be displaced by Philippine 
filled milk manufacture, are as follows: 
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The imports of evaporated milk into the Philippines 


are recorded as follows: 
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Combined cases 


|Expressed in thousands of cases] 








during the past 5 years 


Nestlé Competition | Total 
Year | ; aes - 
United Other Total United Other | Total | United Other | Total 
States States | States | 
aaa eee - i ‘ bcs a 
1954__- 769 769 1, 426 291] 1,717] 2,195] 291 | 2, 486 
1955... 741 8 749 1, 873 365 2, 238 | 2,614 373 2, 987 
1956... 886 24 910 1, 952 5S4 2, 536 2, 838 | 608 | 3, 446 
1957 954 12 966 2, 073 1, 034 3, 107 | 3, 027 1,046 | 4, 073 
1958... 720 20 740 1, 673 184 1, 857 2, 393 204 2, 597 
An annual analysis of these figures follows: 
Nestlé evaporated milk imports 
| 
Year United Holland United Denmark | Sweden Total 
States Kingdom | 
i 
1954_.__. | 769, 091 | } 769, 091 
1955... 741, 374 a 7, 500 748, 874 
| Ee ee el P 885, 916 |_- 23, 600 909, 516 
1957 953, 594 | Sas ied 12, 300 | | 965, 804 
1958. 719, 611 14, 496 5, 420 | 739, 527 
Competitive evaporated milk imports 
Brand and year United Holland United Denmark Sweden | Total 
States Kingdom | 
| 
1954 | | 
Carnation SS OR Betis odds bo | 
Golden State | Na 
DR she cb on wivewcwbkseut | 38, 114 
a ee ace | BS iE oko les bee Rae atee ete tabsbikakstdtewdh sil 4 
All Pure_---.--- ase 4, 885 Saati cgs 
De ee aa pare 12 8, 234 Boa oD | 
Rica Jhidncusceeeeeeea | 13, 603 AS 4 cabeakie 
Modesto... | 78, 988 
Garsco.. se oe 8, 307 S = : 
__... Sa 500 3 | ss 
Armour.--__-.-- bade canpableteads 200 es e 
Champion s 900 ‘ 
Sterovita---._- ipl ed tihabstesial coe 500 | so ‘ 
Royal 806 
Dutch Baby-------- . 231, 099 | | 
SE BN e onus cheek dae “ 5, 209 : 
Best _- ee 4,115 -| 
Frisian Girl 250 | wall 
SN ii on bee ss dinnirs dacadirenidegdécaelehetannet 5, 713 avexesgeees poden ha 
State _-. | 4, 440 |_- vaal wa 
Chalet | 6, 225 |... a fans 
Sunshine - - 2, 500 |- cd 
Paco__. | 20, 820 |. 
Nibella 4, 526 | i 
Beauty aa 4, 162 | ie 
Dairy Friend. 226 | | ae 
Total, 1954 1, 426, 149 241, 979 | 48, 612 | | 1,716, 740 
1955 
Carnation - 1, 787, 560 ea 


Golden State -- 
Darigold_-.--- 
Banner - - 

All Pure 
Royal 

Rica 

Voremost 
Modesto_. 


10, 364 
52, 633 
500 
4,700 
5, 525 
300 
538 

8, 550 





ws kee PP eed bh, SS bet et Ot SS et 








Brand and year 


Gasco 
Reliance 
Armour 
Triple A 
Royal 
Dutch Baby 
Dairy View 
Best 

Frisian Girl 
Sterovita = 
Scandmilk 
Lotus 
Omela. 
Chelsea 
Diamond 
State 

Chalet 

Dairy Friend 
Paco 

Sunlite 
Nibella 
Alaska 
Beauty. 
Sonny - - ° 
Dairy King 
Spring Farm 


Total 1955 


Carnation 
Golden State 
Darigold 
Rica 

Pet 

Foremost 
Dutch Baby 
Mano 

Royal 

Best 

Frisian Girl 
Dairy View 
Sunlite 
Sonny. - 
Alaska 
Milons. ...-- 
Sterovita 
Omela 
Diamond 
Chelsea 
Dairy King-. 
Lita. 

Horlae 
Luneta 

Lotus 

Libby -. 
Golden State 
Seand.. 


195 


Total 1956 


Carnation 
Golden State 
Darigold 
Banner 

Rica 

Pet 
Foremost 
Paco 


1957 


Dutch Baby.. 


Mano 
Royal 
Frisian Girl 
Dairy 
Sonny 
Alaska 
Milona 
Diamond 
Dairy King 


6 
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Competitive evaporated milk imports—Continued 


or 
| 


United 
States 


621 
1, 098 
200 


| 


| 
| 
|. 


1, 872, 589 | 


1, 869, 882 
7,010 

74, 174 
400 

50 


400 | 


1, 951, 916 


2, 026, 957 


3, 000 | 


18, 949 


2, 730 


100 | 


21, 600 





Holland 


253, 759 
6, 817 
5, 538 


14, { 
3, 





to 
Si 
= 


323, 





415, 387 
7,692 
38, 700 
253, 395 
11, 000 
18, 000 
237, 645 
100 

3, 750 
3, 000 


United 
Kingdom 





445 


| 

a 

Sipe 

| 

| 

| 

| 

| a 

| 
500 

|-n---2------ 
500 

i 

| 





b 





Denmark 


109 
800 


1, 009 
8, 750 | 
650 | 


12, 500 


1, 000 | 
500 | 


1, 250 |--_- 


6, 000 
7, 928 


41, 746 





1,250 |__- 











Sweden 
aoe 
a ant |. 
oo--------- | 
i 
_ 
. | 
| 
| 
Sa ee 
| 
| 
| 
igs « 6 | 
— | 
ge Ve 500 | 
1, 561 
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Total 





2, 535, 522 
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Competitive evaporated milk imports—Continued — 
; ah Pe a | ‘ee: | | 
Brand and year United | Holland United | Denmark Sweden Total — 
States | Kingdom } . 
| | | Ve 
Sar oe | Gomes = = | pienso? Vos = pgs Pi 
Horlac.- sade 250 | ; pee dC 
Four Cows : 5 | : Li 
Fumeta ee |. 2, 250 | boo aoe lx 
Vacadan _- ; 3, 200 | ee Re 
Plumrose {toa a ‘== 150 | : | i ee Tr 
Libby______- =: 4,000 |.......- tt St 
Golden State __...--- Ce : — ce | = ES ‘ $2000 {te = 
SN On ee : | Eee ie oe ae aaa 3, 200 | nt 
cand.....-....-------- > Tane ' ee Pinna eee age e s: 3, m0 [ono sekmaias | Ni 
Total, 1957_....- | 2,07 3, 336 992, 924 | ms 5, 600 | 35,700 | 3, 107, 560 | He 
1958 “4 | O 
Carnation : 1, 658, 325 |............| | c= | su 
Darigold hees 800 | -. - i a Gi 
Banner ; 5, 285 | : a 
Rica... - : aa 400 |_- | i 
Pet 8, 100 | | 
Dutch Baby. : | 122, 002 | | | 
Royal . ; | 22, 485 | | | | 
Frisian Girl ; rhe | 15, 900 | a | 
Alaska | 15, 900 | | 
i ee 500 | 
Unknown... — 300 | A r 
Plumrose. -- vend s = | 5O | | 
Clover | } | 2, 168 a 
Crown 4, 666 | D 
Scand ‘ | 500 d 
Total, 1958___- , | 1,672, 908 177, 087 6, 884 | 500 1, 857, 379 
ees - J 
Brands Names of suppliers of competitive brands Source L 
aaa L 
Carnation..........- Carnation Co., Los Angeles, Calif.....................-..... United States. 
DRS cnnaweds | Consolidated D: airy Products Co., Seattle, W WR ss F Sse Do. 
esos Cooperative of Dairymen, Los Ange les, C SP | Do. 
ES ee | (Packed for Del Valle Kahman & Co., San Francisco, C alif., Do. | 
| by Meyenberg Milk Products Co., San Francisco, Calif.) 
ee | Pet Milk Co., San Francisco, Calif..................--.-..---- Do. 
Golden State-.....- | Golden State C o., Ltd., San Francisco, Calif_- Do. p 
dance dwasae Milk 4g roducers Association of Central California, “Modesto, Do. 
| Cali 
a | Foremost Dairies Inc., San Francisco, Calif- | Do. : 
EN eine cin Meyenberg Milk Products Co., San Francisco, Calif.........-. Do. c 
ee ee ee Be es PETE. WER 6 eseictiieccccsccbekciacscce | Do. | 
Sep SSeS Es Armour & Co. , Chica ORs Une etc i kiacdeetitecs decbscaawee sao] Do 0 
Dutch Baby......-.. Friesland C oop, Condensed Milk Co., Leeuwarden.--..------ | Holland 
Royal.____...........| Holland Canned Milk Co. , Amsterdam Reaerins bas ts so yacice Do. p 
Frisian Girl. .______- oe et es on kn een cdeawedaseudakous | Do. f 
eee _.do.3 Face Se ER SN Re ee ee eee Do. f 
Horlac___-- ee Milpack, L td., “Rotterdam (brokers: Buy here and there) Sos Do. 
ESE and Coop Condensed Milk Co., Leeuwarden_--..-.-.--- | Do v 
SIL pirachs oa cers Holland Canned Milk Co., Amsterdam ¢___.......-------..- iar Do. f 
Se cee t Pincers - EE EATS ph Ne as ; eee Do. 
re ee. . do.? ae RS ee tag LL = ia ie gn a | Do 
Sonny. eaten Deummelanden C oop, Groningen Re Cites Soa laskeeebece Do. c 
Dairy View. ---- iO iedistcparee de Do. | I 
A el Holland Canned Milk Co., Am sterdam !___...___- iteszescnks Do 
Sunlite_- ; ‘ Vecofa, Gouda _ - _ Do. 
Diamond_.--.- Holland Canned Milk Co., Amsterdam 4__.___- -— Do 
Sterovita _.| N.V.Sterovita Melkproducten, Breukelen_. comaa ; Do 
Dairy King Hermetica Ltd., Groningen > ‘ Do. 
Omela De Ommelanden Coop, Groningen * isimen Do 
Four Cows... Coop. Bedum ie Do 
Lita. ; Nat. Coop Zuivelverkoopcentrale, N.C.Z., Amsterdam. --..- | Do 
Plumrose.._- Plumrose, Ltd., Copenhagen } Denmark 
Clover . | East Asiatic Co. Ltd.. Copenhagen. . ---- s i : Do. 
Crown do Do 
Fumeta. -- Coop Cheese & Condensed Milk Factory, Funen. .- Seanad Do 


Previously United Dairymen, Rotterdam, Holland. 
2 Previously Lijempf, Leeuwarden, Holland. | 
3 Previously Van Dorp, Amsterdam, Holland. 
‘ Previously Coop Bergijk, Bergijk, Holland. | 
5’ Previously Van Heel Amsterdam, Holland 

(The above combined in 1957 t » form the Holland Canned Milk Co.) 
6 Now acquired by Friesland Coop, Leeuwarden, Holland 
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Brands Names of suppliers of competitive brands Source 
IE, nicinawenwe D.. dc &, Para Can ois tts trtiinttillige snes Do. 
Pimpernel...........| Coop Cheese & Condensed Milk Factory, Funen. --- Do. 
Scandmilk........... Swedish Condensed & Dried Milk Co., Gothenburg. ..| Sweden 
Linby. 2. ........... 4 Eabby, MeNell & LAG 106, IAB. ccccnccccscccennunges England. 
EER See | Tindale... vcduandde dethnaditidetndicdanegsemnstpunttnien Denmark. 
OS See coanntUewnadcossemeethendipeeaniGa edie waawssmen anneal United States 
SEE Bo ccnnncesuusd]coccstilisnknctnsnsosshbnaeel nish wbesketnntsatiesscauaiceditel Holland 
Etc cansenceuh ee sdtecnnchilmsewenccnnckdtaeienaeladaanetbie cents aamae Denmar 
GING. nancadcce cosas <capUlicnessccuscanncbasdedanbadnesetewhnctoaqnedeeesusueaee Do. 

Dairy Friend_.--__.- se mcom idl rsicta to 0 tste @ rt academe alsin acaleptieaihdinaeaiindiat aaa Do. 

. . . cnnsucbnaddlcnvcastiilicwn eth ocoikiis wan ignieiiaetei sees tslienabinaaensiksaseeamaen Do. 
St eth est conn Fs al nwo mesic Kissa eneae eiceeieagten-s > waked aaa Do. 
Spring Farm._-..---| Do. 
Champion.....-...-. .| United States. 
PDs acccseseeen ‘ .-| Denmark. 
BOI « « oncinndndensdlanccsOBinscacdccesceespeiquseiedussetioonninnustieinnsibassatane United States. 














RECONSTITUTED FILLED (EVAPORATED) MILK MANUFACTURED IN PHILIPPINES 
STATISTICS 


The only official statistics existing on production and sales of filled (evapo- 
rated) milk are held by the Central Bank of the Philippines. No data is avail- 
able at the Bureau of Census and Statistics or at the Bureau of Commerce, 
Department of Finance, Manila, Philippine Islands. Thus, the only official pro- 
duction figures available are: 


January to September, 1958 


Cases 
Darigold brand, 48 cans of 146 CIRO oven ccwdteeirndiindieneeintacimmeun 670, 325 
Liberty brand, 48 Cane Of 34 OUMRGRe cic ccna moseniindentanlacene 194, 533 
LEDOTLY Dratid, DO Cee GE CO CU co cicceicceccteceaicnemenees 96, 942 291, 457 
291, 475 
MMI suits sas em ib ca epsilon daa etal eae aaa aan dpa 961, 800 


All indications point to a total combined production by the two filled milk 
plants in operation in the Philippines for the year 1958 of 1,660,000 cases. 

Assuming the figures from the Central Bank are correct, the total produc- 
tion during the last quarter 1958 would approximate 700,000 cases, or 233,000 
cases monthly. 

The Philippine Refining Co. (Unilever), the principal supplier of coconut 
oil to the Darigold Milk Co. and General Milk Co. (Philippines), Inc., filled milk 
plants in the Philippines, without disclosing the amounts of coconut oil supplied 
for filled milk manufacture, estimated that total production of evaporated 
filled milk in 1958 was about 40 percent of the 1957 imports of evaporated 
whole milk, i.e., 4,152,000 cases. Forty percent thereof is 1,660,000 cases of 
filled milk manufactured in 1958. 

If the total importations into the Philippines of nonfat dry milk solids is 
converted into cases of evaporated filled milk at the conversion factor of 9.022 
pounds per case, the estimated monthly total production of Darigold and 
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Liberty brands of evaporated filled milk manufactured in the Philippines is 
as follows: 
August 1957 to January 1959 

















| Darigold Liberty 
(cases) (cases) 

Se GE nae thensannbebaonon sas resi lass nit la duende aa 16, 000 28, 000 
I Sg Ns cebuniiebaweewenoaawkianumsinh 33, 000 28, 000 
I ei addaue FEE RE ETS $6, O00 fnnecnnckuadee 
ce RR ie 5 ed tus ie tip slavsiani cana baabaeeoib ace wmieailien 74, 000 28, 000 
ca esas ad beeahieieeeets thie 66, 000 26, 000 

Py —— 
ee li ac La a a a gee 237, 000 110, 000 

IE So ut didilnnndemamawnnenwbiena ann eee 74, 000 53, 000 
SS oo ee reminmiinioiomeaiodu wiheinaiewn werikienm wpieiaiaun 18, 000 46, 000 
a av ean bee wea wwin iat 55, 000 83, 000 
soccer ge ea ce cart Sette ee ee en ene cee andeaiuiiawiune Siecmadeds ents eeeoe ae 104, 000 
Ee A oe atime abensabeibpaumdpalresaadkeedembet 190, 000 107, 000 
SS SSS ee ee Shiuceciteniatiaieeeen ache naea hints ere 50, 000 1, 000 
| plain nT ES AE SAS eg TAS EP tsuadhie Sctutepte eta obs eee GU OO lsdts nc csctecn, 
eg a is tal cap ar eos sili dedirvn siren aha 97, 000 | F 
September-_-_.---- ; Diistsisbckiceheatae atx tears cecmenpais eamacnel GeO Seenswnedasine 
RI So te i Ol ae ae al 66, 000 |....-.. x 
Te eee Bie . saececaslin i A, PERO Sewanee kcaten’ 
December. _____- nntonkebbene bid: chhetcwdacabbeh dubeteee bin teeeed | 134, 000 60, 000 

ee a a ns db wrisiebaetantbienesetscal’.. AOD 454, 000 

1959—January -___- OMe I SOAR Roa ovate emt oe ae oneke 34, 000 | 85, 000 

Grand total_......-. iemsililen lds alr rea aso Geta alg atone aes . 7 1, 337, 000 649, 000 


1, 986, 000 


There is, obviously, considerable discrepancy in these figures. 
There is a difference of 36,200 cases between the official production and the 
estimated production for the period January-—September 1958: 





Cases 

I a ee On om ts uhinaiunson ans enven tocies compos 
Nee Al a a cease cab amimaideanes ainda vie mekwen ie Se 961, 800 

Rpm oe ee el ee A ee 

These further differences appear: 

Official production plus 144 (October to December) __-- _. 1, 282, 000 
epneedy; anus, Seemann “Wale Se 1, 660, 000 
Estimated production (basis nonfat dry milk imports) --.-.-------.- 1, 520, 000 


In the fourth quarter 1958 there was reduced interest in the importation into 
the Philippines of the cheaper Dutch evaporated whole milk, but there were, 
at the same time, heavier imports of nonfat dry milk solids, indicating that 
production of evaporated filled milk increased during the fourth quarter 1958. 

It is, therefore, reasonable to estimate that evaporated filled milk produc- 
tion in the Philippines during 1958 was 1,480,000 cases. 

1959 estimated imports of evaporated whole milk 

Total imports and local manufacture in 1957 amounted to 4,420,000 cases. 

In 1958 this figure dropped to 4,077,000 cases; this decrease was due largely 
to the lack of availability of foreign exchange, not as a result of decreased 
consumption. 

However, on the assumption that the total market is 4,100,000 cases (and 
not 4,420,000 cases) and that filled milk production will be 3,080,000 cases it 
can be estimated that imports of evaporated whole milk will theoretically amount 
to only 1,020,000 cases in 1959, plus an estimate for increased consumption 
which could theoretically reach 500,000 cases. However, it must be remembered 
that the rulings of the Monetary Board of the Central Bank, made early in 
January 1959, may restrict the availability of exchange, and therefore imports 
during 1959, very extensively. 

Of the 1,520,000 cases which on paper might be imported in 1959, it is reason- 
able to say that the majority would be of U.S. origin, this based on the fact 
that Namarco will probably no longer import cheap Dutch evaporated whole 
milk in view of the availability of filled milk. 








E 
s 
I 


b 








FILLED MILK EXPORTS 51 


Displacement of evaporated whole milk imports 











Total Estimated Estimated 

imports | filled milk displace- 

| |manufactured| ment 
1954... Epica $5 Ge 2408; 000 4......52.03-00 
1955..-.-- | 2, 987, 000 | iil 
1956... : ‘ , a 3, 446, 000 | ._- . 
1957 ..- | 4, 073, 000 347, 000 — 
1958... | 2, 597, 000 1, 480, 000 |__..-- aes 
1959...---. . | bate shied bon 3, 080, 000 
1960- ‘ 5 L ts Siok gee 4, 070, 000 
1961-. . Janae 5, 230, 000 
1962... ; ices cue Senet titens cote dole 6, 030, 000 
1963-.- | vaginas . 6, 540, 000 





Assuming total ban on importations effective 1962. 

It is anticipated that the third filled milk plant in the Philippines, Milk In- 
dustries, Inc., will go into production in September 1959, using the locally well- 
known Friesland Co-op trademarke “Dutch Baby.” 

The yearly capacity is said to be: 


Cases 
rinoreted .BileG . Ws sans snk opin onnendacheeasewusermnie 1, 480, 000 
ge Lh SEL RR SR Mer AD RE Ts, A A a ta 500, 000 
Estimated production: 
MINT: PR oR ois eR eS Bath oy So et Shes oe ene, ee Bee 82 ae a ge 50, 000 
TE pain atinke cee tcn thee omdadiiiacs cipaeckingee dada cm tales 200, 000 


Permits to manufacture filled milk 

The permits granted to Consolidated Dairy Products Co.-Darigold Milk Co. 
and Carnation Co.-General Milk Co. (Philippines), Inc., to manufacture evapo- 
rated filled milk in the Philippine Islands were approved by the National Hco- 
nomic Council of the Philippines on condition that the required nonfat dry milk 
solids be imported under the term of U.S. Public Law 480 or section 402 of the 
U.S. Mutual Security Act. 

Mr. Quote. Mr. Chairman, I have to leave, too, and IT would like to 
inquire ‘of Mr Tiffany if he would give his expression of opinion on 
the statement that somebody from the Department made on the first 
day’s hearings of Public Law 480. It might have been Mr. Ioanes 
who said that in negotiating a new agreement under Public Law 480 
with the Philippines, they would take into consideration the amount 
of evaporated milk the United States had as a part of the total market, 
and would write into it that a certain precentage be maintained before 
the agreement would be adopted. 

Mr. Tirrany. That is quite correct. That statement was made, 
Congressman Quie, and I might state at this point that it is a round 
figure, but my understanding of the situation is that we had in the 
neighborhood of 314 million cases of ev raporated milk going to the 
Philippines annually, of which the Carnation Co., I believe, sup- 
plied probably 214 million. Our company supplied about a million 
cases. We were the two major suppliers of evaporated milk in that 
market, and I understood the remarks made at the hearing the other 
day, that some protection would be given to preserve the ‘market , or 
protect the market, for evaporated milk when negotiating a new 
agreement with the Philippine Government. That fieure i is given at 
200,000 cases, as against our three million five, which has been dis- 
placed on the Philippine market as a result of the manufacture of filled 
milk. So to protect. the 200,000 cases is not to protect the usual 
marketings of the United States, Mr. Quie, as I see it. That is my 
answer to your question. I may be off in the figures somewhat, but 
basically, that is the position. 
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Mr. Quire. Would the other companies be receiving this protection 
on the same ratio of their previous market ? 

Mr. Tirrany. I should imagine so; yes, sir. I think that those 
people who have business in the Philippines would get their propor- 
tionate share of it. 

Mr. McIntire. Mr. Chairman, may I ask a question on exhibit G, 
of Mr. Tiffany ? 

I know that your company is a world company, so to speak, and 
they have many interests in foreign countries. Do I understand that 
the bottom table here, entitled, “Nestle’s evaporated milk imports” 

Mr. Trrrany. Is this on page 1, Mr. McIntire ? 

Mr. McInrire. Page 1 of exhibit G; yes. I apologize because I 
have not digested all of these figures here, but is this table to repre- 
sent your imports into these countries—no, these are your imports 
into the Philippines? 

Mr. Tirrany. They are, sir, yes, sir. Down at the bottom. 

Mr. McIntire. So I am to draw from this table that your interests 
in the Philippines imported 14,496 cases. 

Mr. Tirrany. That is correct, from Holland into the Philippines. 

Mr. McIntire. From Holland into the Philippines? 

Mr. Tirrany. That is correct, and some from the United Kingdom, 
but primarily, you will notice on the lefthand side that our largest 
imports of evaporated milk into the Philippines were from the United 
States. 

Mr. McIntire. That is 719,611? 

Mr. Tirrany. That is correct. Then on the following pages, page 
2, 3, and 4 of this exhibit, there is shown the imports into the Philip- 
pines of competitive brands of evaporated milk. Not Nestle’s at all 
This is all competitive on pages 2, 3, and 4. 

Mr. McInrire. Thank you very kindly. 

Mr. Tirrany. It shows sources: United States, Holland, Denmark, 
and so on. 

Mr. McInrime. These figures of your exports into the Philippines of 
U.S. evaporated milk, I note that in 1954 it was 769,091 cases; in 1955 
it was 741,374, then in 1958 it was 719,611. 

Mr. Tirrany. Yes, sir. 

Mr. McIntime. Is that a reduction which you could consider par- 
ticularly serious in relation to this filled milk program? I see only 
20,000 cases difference. 

Mr. Tirrany. That was not as far as we were concerned at this 
point, sir, except, if you will notice in 1957, from the United States 
we, ourselves, shipped out 953,000 cases, and in 1958, it had dropped 
down to 719,000. This was a growing market, and this market has 
been going up gradually. While we have been shipping 3,500,000 
cases from the United States per year, roughly speaking, to the 
Philippines, that has a potential market of some 6 million cases. It 
has been growing, but now suddenly comes filled milk on to the scene, 
and it is going down very rapidly. That is exemplified very clearly 
on this exhibit J, which I believe, Mr. Chairman, could be incorpo- 
rated in the hearing record. It is this foldout sheet, and it gives the 
actual picture from 1954 through 1958, with an estimated projection 
based upon that exhibit G information. 

Mr. Jounson. With no objection, it will be included at this point. 

(The document referred to is as follows :) 
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Pounds in a case of evaporated whole milk, 48 cansX14 ounces, per case___----..........-- hi 43. 75 
Percent of fat solids in evaporated whole milk, per case_--......---------.-- ah ccneebaptenmn nets 7. 93 
Percent of nonfat solids in evaporated whole milk, per case. _.......-..-..----------------.-..-- 18. 07 
Percent of total solids in evaporated whole milk, per case J optpinnewGhtkn ak cepacia 26. 00 
43.78 5x0 erebo pounds of pure butterfat, per case 7 ‘ : sch eeratets tells 3.7 
3.7X1.2 = pounds of grade A butter e quivale nt, per cs ase . ‘ ass edhe 4. 625 
New Y on City grade A butter support price, per pound (1957-58) ‘ ses <weak $0. 5975 
New York City grade A butter support price, per pound (1959). _-- ; a SS 
Export surplus grade A butter price, per pound (1957-58) ta $0. 3900 
E xport surplus grade A butter price, per pound (1959) ‘ ‘ sewn stun $0. 3700 
43.75X0.1807= pounds of extra grade spray dried nonfat solids, per case . ; ; ‘ 7.9 
Support price for extra grade spray dried nonfat solids, per pound (1957-58) din drive seats $0. 1515 
Support price for extra grade spray dried nonfat solids, per pound (1959) a fT 
Export surplus spray dried nonfat solids, per pound (1957-58 ; .. $0.0905 
Export surplus spray dried nonfat solids, per pound (1959) __-- --  $0.0700 


Theoretically, the manufacture of a case of evaporated filled milk, 48 cans X 14 ounces, requires 8,4 poundsof 
nonfat solids. However, to allow for the moisture content of such solids and for loss in manufacture, a con- 
version factor of 9.022 pounds is employed in the following calculations: 


CCC receipts for solids nonfat used in Philippine filled milk: 


1957: 347,000 cases filled milk X9.022 pounds nonfat X$0.0905 export price i $283, 322. 03 
1958: 1,480,000 cases filled milk 9.022 pounds nonfat x $0.0905 export price . 1, 208, 405, 20 
1959-63: 24,950,000 cases filled milk 9.022 pounds nonfat X $0.07 export price 15, 756, 923, 00 


Total CCC receipts for nonfat (1957-63) __- »éueiade 17 


, 248, 650. 23 
CCC payments for solids fat and nonfat in evaporated whole milk displaced on Philippine ; 
market by Philippine filled milk: 


1957: 
256,780 cases evaporated milk X4.625 pounds butter X $0.5975 support price ‘ 709, 555, 48 
256,780 cases evaporated milk X7. 9 pounds nonfat <$0.1515 support price 307, 327. 14 
Total, 1957 1, 016, 882. 62 

1958 
1,361,000 cases evaporated milk X4.625 pounds butter X $0.5975 support price 3, 761, 038. 44 
1,361,000 cases evaporated milk X7.9 pounds nonfat x $0.1515 support price 1, 628, 912. 85 


n 


Total, 1958 


, 389, 951. 29 


1959-63: 
20,937,800 cases evaporated milk X4.625 pounds butter <$0.5875 support price . 56,891,928, 44 
20,937,800 cases evaporated milk X7.9 pounds nonfat X $0.1425 support price : 23, 570, 728. 35 


Total, 1959-63___ ’ q I 


, 462, 656. 79 


Total CCC payments for displaced evaporated whole milk — 86, 869, 490, 70 


RECAPITULATION 


CCC | Less CCC Net misused 
payments | receipts | funds 
oaks | asi 
1957 $1, 016, 882. 62 | $283, 322. 03 $733, 560. 59 
1958 ; f, 389, 951. 29 | , 208, 405, 20 4, 181, 546.09 
1950-63.......... ia os : 80, 462,656.79 | 15, 756, 923. 00 64, 705, 733. 79 
Total Ree _ 86, 869, 490.70 | 17, 248, 650. 23 69, 620, 840. 47 


Mr. Tirrany. Thank you, sir. That will answer your question 
fully as to the displacement of evaporated milk which has taken 
place, and which will take place over the next few years. 

Now, Mr. Chairman, if you could bear with me for a moment, I 
would like to call the attention of the committee to these exhibits N, 
which cannot be put into the record, but which I will ask you very 
carefully to examine. If you look only at one of them, and that is 
N-26, at the form of advertising that is being done in respect to filled 
milk in the Philippines, it is the same type of adve rtising, Mr. Chair- 
man and gentlemen of the committee, which was testified to in re- 
spect to filled milk when the filled milk law was passed in 1923. The 
product lends itself to fraudulent advertising; there is no way to 
escape it. We feel that the U.S. Government “should not be a party 
to any such kind of operation as this. While I have put in many 
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exhibits of this kind, I have put them in to show you that these are 
not isolated instances of this type of thing. 

Furthermore, I would like to call the attention of this committee 
to the fact that we have called this matter to the attention of the Comp- 
troller General of the United States, and have given him a complete 
set of facts and figures and asked him to investigate the matter and to 
put a stop to the misuse of the American taxpayer’s money for the 
subsidizing of filled milk in the Philippines. I have a reply from the 
Comptroller General of the United States, dated July 27, which I 
would like to put in the record. I have copies which I can supply. 

Mr. Jonnson. With no objection, it will be included at this point. 

(The letter referred to is as follows:) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D.C., July 27, 1959. 
B-139385 
Mr. GeorGE O, TIFFANY, 
Seerctary and General Counsel, Nestle’s Products (Export), Inc., 
Stamford, Conn. 

DEAR Mr. TirFaNy: Further reference is made to your letters of April 17 
and May 18, 1959, complaining of the action by the Department of Agriculture 
in selling nonfat dry milk to exporters, at the favorable Commodity Credit 
Corporation export price, for shipment to the Philippine Islands. 

You contend that the sale of nonfat dry milk, which is used in the manufac- 
ture or blending into Philippine filled milk, is “a wanton and deliberate dis- 
regard of the specifically declared intention of Congress that those responsible 
for the administration of Public Law 480, 83d Congress, as amended, shall ‘take 
reasonable precautions to safeguard usual marketings of the United States’; 
that is to say, ‘to safeguard’ the U.S. historic market for evaporated whole 
milk in the Philippine Islands.” 

In support of your contention you set forth figures to indicate that for years 
prior to August 1957 the United States had a growing and wholesome market 
in the Philippines for evaporated whole milk, and that beginning in 1957, when 
the Department of Agriculture began to make nonfat dry milk available for 
export to the Philippines at the CCC export price, the market for evaporated 
whole milk in that country began to decline. You attribute the situation to the 
introduction of evaporated filled milk in the Philippines in 1957 and suggest 
that if the Department continues this trend the traditional U.S. market for 
evaporated whole milk in the Philippines will vanish by 1963. 

You further state that if the Department of Agriculture had complied with 
the requirements of Public Law 480 and sold the nonfat dry milk exported to the 
Philippines for the full support price at which it was ac quired by CCC rather 
than at the favorable export price, approximately $903,476.66, which you refer to 
as an unjustifiable “windfall” to purchasers of nonfat dry milk, would have been 
saved the American taxpayer during the period August 1957 to December 31, 
1958. In conclusion, you say that there is no justification for the action of 
the Department of Agriculture in this matter, and request that we put a stop 
to the activity. 

At the outset we have to advise that we are not authorized under the law 
to terminate this activity. The Government Corporation Control Act (31 U.S.C. 
841) expressly provides that the General Accounting Office shall audit annually 
the financial transactions of “wholly owned Government corporations” includ- 
ing the Commodity Credit Corporation (sec. 101). Section 106 provides 
that pertinent audit reports shall be made to the Congress, which shall include, 
among other things, “such comments and information as may be deemed neces- 
sary to keep Congress informed of the operations and financial condition,” 
and stipulates that “The report shall also show specifically any program, ex- 
penditure, or other financial transaction or undertaking observed in the course 
of the audit, which, in the opinion of the Comptroller General, has been car- 
ried on or made without authority of law.” 
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However, in view of the representations contained in your letter, we haye 
reviewed the policies, practices, and procedures of the Department of Agri- 
culture in connection with the export of milk products to the Philippines. 

Under the provisions of section 101 of the Agricultural Trade and Assistance 
Act of 1954 (commonly referred to as Public Law 480) (68 Stat. 455; 7 U.S.c. 
Supp. V, sec. 1701) the President was authorized to negotiate and carry out 
agreements with friendly nations to provide for the sale of surplus farm 
commodities for foreign currencies. In negotiating such agreements the Presi- 
dent was required in section 101(a), as stated in your letter, to “take reason- 
able precautions to safeguard usual marketings of the United States * * *.” 

The agreement entered into between the United States and the Philippines, 
covering the sale of nonfat dry milk for foreign currencies during the calendar 
years 1957 and 1958, included a provision to safeguard usual marketings of the 
United States. That is to say, the agreement imposed upon the Philippines 
the requirement to make certain quantity purchases of nonfat dry milk for 
dollars. It therefore appears that the statutory requirement to safeguard the 
usual dollar markets of the United States was complied with at least so far 
as concerns the sale of nonfat dry milk. 

With reference to your contention that Public Law 480 sales of nonfat dry 
milk to the Philippines displaced the market for evaporated milk in that coun- 
try, it appears, from information furnished us, that filled milk-processing 
plants in the Philippines were planned and under construction prior to any 
agreement to ship nonfat dry milk under the Public Law 480 program. From 
an examination of the data available to us and discussions had with representa- 
tives of the Department of Agriculture, it appears that the industry was 
established in the Philippines in order to (1) use the accumulated surplus 
of coconut oil, (2) improve the country’s dollar balance through reduction of 
imports, and (3) satisfy nationalist desires for economic independence. 

It would thus appear that the declining market for evaporated whole milk 
in the Philippines is the result of policies and activities of the Philippine Gov- 
ernment and its private industry rather than activities provided for under Public 
Law 480, or other U.S. export progranis. 

Regarding your other contention as to the sale by CCC for exportation of 
nonfat dry milk at reduced prices rather than the full support price at which 
the commodity was acquired, we refer to section 407 of the Agricultural Act 
of 1949 (63 Stat. 1051; 7 U.S.C. 1427) which authorizes the Commodity Credit 
Corporation to sell any farm commodity owned or controlled by it at export 
prices which are below formula prices. In this connection, the data we ex- 
amined disclosed that the failure to provide nonfat dry milk to the Philippines 
at competitive prices, under U.S. export programs, could result in the Philip- 
pines looking to other suppliers in this market. 

Accordingly, it is our opinion that the sale by the Department of Agriculture 
to exporters of nonfat dry milk under the terms of Public Law 480, at export 
prices, for shipment to the Philippines, is in accordance with express authority 
of law. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


Mr. Trrrany. Thank you, sir. 

I think that Mr. Reed’s statement has covered the main issues. Our 
time is too limited for me to go much further into this matter, except 
to say that even the Philippine Government itself—Philippine nutri- 
tion institutions—do not agree that filled milk is a product that 
should be indiscriminately fed to the babies and infants of the Philip- 
pines. We do not think it should, either, because it is going to come 
home and rest on our shoulders one of these days. We cannot sustain 
the filled milk law of the United States where our Government and 
where people connected with the dairy industry are indulging in the 
manufacture of filled milk overseas. We cannot justify the mainte- 
nance of our filled milk laws in this country any longer, because if 
they are challenged we have absolutely no defense left. If the state- 
ments that are made in these exhibits N can be made in respect to the 


mm ell et el ell 








FILLED MILK EXPORTS 57 


Philippines, they could not be made here, but in view of those, if 
that is to be accepted as the basis on which the Government will aid 
a country to develop an industry which our Congress has frowned 
upon, and which our Supreme Court has repeatedly held was a proper 
exercise of congressional judgment—good judgment—our hands are 
tied, and we are at a loss to defend ourselves. If the filled milk laws 
of this country are repealed, and they could very readily be repealed 
on the strength of this evidence, I am sure it would mean a very dark 
day, if not the end of our dairy industry, because filled milk in bottled 
form, delivered to your doorsteps here in America, or filled ice cream 
or bulk filled milk, is something we cannot detect, something we 
cannot contro], something we cannot label, and, sir, I say to you that 
we are playing with dynamite and we are going to wreck the dairy 
industry if this sort of thing is going to be aided and abetted by our 
administrative agencies. I ask you, therefore, to support and ap- 
prove the Marshall bill, which I believe will be a deterrent in this 
matter. 

Mr. Marsnaty. Mr. Chairman? 

Mr. Jonnson. Mr. Marshall. 

Mr. Marsuatu. Mr. Tiffany, in 1956 and 1957, in that period, the 
Netherlands increased their exports to the Philippine Islands by some 
60 percent, roughly. During that same period the American exports 
to the Philippines dropped off some 6 percent. During that period, 
do you know of anything that the Department of Agriculture did 
to assist the evaporated milk people to keep that market ? 

Mr. Tirrany. On the contrary. They were asked to assist, and 
there was a bill put before the Congress last year—I think it was 
Senate bill 4013—where the Department of Agriculture and the De- 
partment of State appeared in opposition to the bill, which would 
have given a subsidy for evaporated milk to enable it to compete with 
the potential threat of filled milk in the Philippines and with Dutch 
evaporated milk. It wasn’t the threat of Dutch evaporated milk, be- 
cause we have been competing with Dutch evaporated milk in the 
Philippines since I can remember, and I have been in the dairy indus- 
try 25 years, and we have always had competition with the Dutch 
for that market. But we have always been able to maintain the 
Philippines as a primary historical market of the United States. 

Now, during the past 2 years, since filled milk has been made out 
there, there has been no assistance given by the Department of Agri- 
culture to the evaporated milk industry of the United States to pro- 
tect against filled milk. 

Mr. Marswauu. Mr. Tiffany, it is your candid opinion that the de- 
velopment of filled milk and our subsidizing of the development of 
that filled milk through the process of providing a dried skim milk 
powder by subsidy to the Philippines has depressed the market for 
American whole milk. Do I gather that it is your opinion that a 
continuing of this process will further depress the market for Ameri- 
can whole milk? 

Mr. Trrrany. It will completely destroy it, Mr. Marshall. There 
is absolutely no question about it. As a result of this recent piece 
of legislation that was passed by the Congress of the Philippines, I 
have a calculation to show you how impossible it is for evaporated milk 
to continue in the Philippine market. As a result of this new law 
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in the Philippines, filled milk is selling on the market of the Philip- 
pines at 11.30, or 11.40 pesos per case, ‘whereas evaporated milk from 
the United States is selling at 26 pesos per case. The cheapest Dutch 
evaporated milk going in there could not sell for less than around 20 
pesos—maybe 18 or 19—but in any case, 7 or 8 pesos above a case of 
filled milk. So they are not only driving the United States out of 
that market, what Dutch competition we had out there is likewise 
being driven out, and there is no possibility of the evaporated milk 
industry surviving in a market has a substitute can be sold that 
cheap. 

Mr. Marswatit. Mr. Chairman, I have a copy of a letter written 
to the Honorable John S. Cooper by the Under Secretary of Agri- 
culture, True Morse, on Gemstar 93, 1958, and I would like to ask 
consent for an excerpt of that letter to be placed in the record at this 
point. 

Mr. Jonnson. You can place the whole letter in if you so wish, 
Mr. Marshall. 

With no objection, the portion of the letter marked by Congress- 
man Marshall will be placed in the record. 

(The portion of the letter referred to is as follows :) 


U.S. commercial exports of dairy products historically have been mainly evapo- 
rated milk and dry whole milk, largely by a few companies under their brand 
labels. Such exports have been equivalent to less than 1 percent of total. 

Three-fourths of our exports of evaporated milk have been to the Philip- 
pines, with most of the remainder to Mexico and Cuba. U.S. exports of evapo- 
rated milk held up well through 1957 without Government price assistance other 
than sales for foreign currency. U.S. exports to the Philippines were assisted 
materially in 1956 and 1957 through financing under the section 402 ICA pro 
gram. In each of those years, more than 50 percent of such U.S. exports were 
financed under section 402. U.S. exports of evaporated milk have declined 
in 1958, due mainly to a decrease in exports to the Philippines. This has re 
sulted from its displacement by evaporated filled milk rather than from loss 
of market to foreign supplies. 

Exports of evaporated milk from the Netherlands, which is the other princi- 
pal exporter to the Philippines, also have decreased. The evaporated filled 
milk is being produced with the encouragement of the Philippine Government 
from local coconut oil and nonfat dry milk from the United States. It is being 
produced and actively promoted in the Philippines by Consolidated Dairy 
Products Co., which is the marketing organization of a west coast cooperative 
and also by an affiliate of Carnation Co. There undoubtedly will be further 
displacement of evaporated milk by the substitute product. However, there 
probably will continue to be some market for evaporated milk for infant feeding 
in the Philippines. 

Mr. Jounson. I have a letter from F. C. Alexander, of Richland 
Center, Wis., which I ask permission to be placed in the record at 
this point, and a letter from the man: iger of the Michigan Producers 
Dairy Co., Adrian, Mich., to be placed in the record. 

(The letters referred to are as follows:) 

PrrgRImM Datry SERVICE, INC., 
Boston, Mass., July 28, 1959. 
Representative LESTER JOHNSON, 
Washington, D.C. 

DEAR REPRESENTATIVE JOHNSON : While I had felt that H.R. 7146 might hamper 
sales of nonfat dry milk to foreign countries, after studying the situation and 
the bill during the last 2 weeks, I am of the opinion the bill should be passed. 

Without this law the developments can be such that the filled milk business 
in this country can grow by leaps and bounds and hurt the farmers as badly as 
has oleo. 
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My concern is as manager of a fairly large dairy cooperative in Michigan. I 
am visiting Boston for a few days. 
Respectfully yours, 
MICHIGAN Propucers Darry Co., 
B. F. Beacu, Manager. 


RICHLAND CENTER, WIS., July 27, 1959. 
Hon. LesTER R. JOHNSON, 
House of Representatives Office, 
Washington, D.C. 

Dear Sir: On May 14, 1959, Congressman Fred Marshall introduced in the 
House of Representativves H.R. 7146, which is an amendement to Public Law 
480. I feel you are fully aware of, and have full knowledge of Public Law 
480 and of the amendment introduced, so I will not go into a long, 
lengthy detail of them in this letter. 

Being in the dairy processing business I do wish to express my thoughts 
on the matter. First, I am in full accord and in favor of Public Law 480. I 
certainly am not in favor of amendment H.R. 7146 and urge whatever support 
you might effect in its repeal. This amendment is now pending before the 
Committee on Agriculture of the House of Representatives. 

Thank you. 

Sincerely, 
F. C. ALEXANDER. 


Mr. Jounson. I have also a letter from the State Brand Creameries, 
Inc., at Mason City, lowa, which I wish to have put in the record at 
this point. 

(The letter referred to is as follows:) 

STATE BRAND CREAMERIES, INC., 
Mason City, Iowa, July 30, 1959. 
Hon. LESTER JOHNSON, 
Chairman, Dairy Subcommittee on Agriculture, 
House of Representatives, Washington, D.C. 


DeaR Mr. JoHNSON: At a board of directors meeting of State Brand Cream- 
eries, Inc., at Mason City, Iowa, on Wednesday, July 29, 1959, the following 
resolution was adopted unanimously with respect to H.R. 7146, known as the 
Marshall bill. 

“It was moved by board member Walter Henderson and seconded by board 
member Craig Morrison that State Brand Creameries, Inc., objects to the en- 
couragement of filled milk production anywhere in the world and objects to the 
U.S. Government aiding the development of filled milk production abroad through 
export subsidization of nonfat dry milk. Furthermore, this organization sup- 
ports the principles and objectives of H.R. 7146, known as the Marshall bill, and 
urges the Congress to enact a suitable amendment to Public Law 480 to prevent 
the export subsidization of nonfat dry milk for use in filled milk products under 
Public Law 480 or any other law. Motion carried.” 

We would appreciate it if this letter and resolution is made a part of the 
hearing record of your subcommittee. 

State Brand Creameries, Inc., is a marketing organization serving some 125 
to 130 local creameries and milk plants located in Iowa, Minnesota, Wisconsin, 
and Illinois in the distribution of their butter and nonfat dry milk. It is alsoa 
large manufacturer of nonfat dry milk produced from skim milk in a large area 
surrounding Mason City. State Brand also has a branch at Dubuque, Iowa. 
All told, it serves some 25,000 or more manufacturing milk producers. 

We thank you very much for this opportunity to state our position. 

Sincerely, 
GerorGE L. Paun, President. 


Mr. Jounson. On behalf of the committee, I want to thank you, 
Mr. Tiffany, for your testimony. 
(The complete statement of Mr. Tiffany is as follows:) 
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STATEMENT OF GEORGE O. TIFFANY, GENERAL COUNSEL TO NESTLE’S PRODUCTS 
(Export), Inc., STaMrForD, CONN., IN Supporr oF H.R. 7146 


Mr. Chairman and gentlemen of the committee, I appreciate this opportunity 
to appear before you in support of H.R. 7146. : 

If my statement appears to be inordinately long, I assure you that it is not— 
it is only the exhibits that make it so bulky. 

My name is George O. Tiffany. I reside at 45 Woodside Drive, Greenwich, 
Conn. I am a lawyer admitted to the bars of the States of Illinois and Con- 
necticut and of the Supreme Court of the United States. My office is located 
in the Ridgeway Center Building, Stamford, Conn. 

I have been connected with the dairy industry for the past 25 years, during 
which I had the unique opportunity of becoming intimately acquainted with the 
filled milk problem, in all of its ramifications, and have been thoroughly im- 
mersed in the intricacies of of international trade in dairy products. 

From the spring of 1934 to the spring of 1939, I was general counsel to the 
Evaporated Milk Association and the Organization of the Evaporated Milk 
Industry under the Agricultural Adjustment Act, then located at 307 North 
Michigan Avenue, Chicago, III. 

In the spring of 1939, I joined the legal staff of Nestle’s Milk Products, Inc., 
a New York corporation organized in 1906, with executive offices at 155 Bast 
44th Street, New York, N.Y. This company has since changed its name 
to the Nestle Co., Inc., and moved its headquarters to 100 Bloomingdale Road, 
White Plains, N.Y. 

With the outbreak of World War II, I became general counsel to Nestle’s 
Products (Export), Inc., the executive headquarters of which have been located 
in Stamford, Conn., since October 1939, and are now housed at 26 Sixth Street 
in that city. 

The Nestle Co., Inc., White Plains, N.Y., and Nestle’s Products (Ex- 
port), Ine., Stamford, Conn., are an integral part of the Nestle group of com- 
panies located variously throughout the free world. 

With its 141 milk utilization plants and can factories located in 29 separate 
countries, Nestle’s is often referred to as the world’s milkman and, probably, 
not without justification, since it pioneered in the development of dairying in 
tropical countries, has sizable milk products manufacturing operations in all 
of the major milk-producing countries and, for over 90 years, has devoted its 
energies to the task of distributing its manufactured milk products and milk- 
based infant foods broadly to practically every nook and cranny of the free 
world. 

In the United States, specifically, Nestle’s has invested in plants and offices 
some $45,200,000, taken at cost and excluding depreciation, wherein it employs 
some 3,275 persons whose annual salaries and wages amount to over 
$20,150,000. 

Together with its predecessor companies, Nestle’s Products (Export), Inc. 
has been one of the U.S. largest commercial exporters of dairy products over 
the past half century and, as an important part of that business, has consist- 
ently exported the second largest volume of evaporated whole milk of U.S. 
origin to the Philippine Islands. 

In the light of this background, permit me to outline for you, on behalf of 
Nestle’s Products (Export), Inc., the reasons why H.R. 7146 should have the 
approval of this committee and be enacted into law. 


ABUSES COMPLAINED OF AND THEIR RESULTS 


Public Law 480 provides, among other things, that those responsible for its 
administration shall take “reasonable precautions to safeguard usual marketings 
of the United States.” Despite this mandate the U.S. Department of Agricul- 
ture is making available to certain American interests supplies of nonfat dry 
milk from surpluses thereof owned by the Commodity Credit Corporation for 
shipment to the Philippine Islands, at the favorable Commodity Credit Corpo- 
ration export price, knowing that such nonfat dry milk is to be used in the 
manufacture of filled milk for consumption in the Philippine Islands, and prob- 
bably elsewhere, and with the further knowledge that the same filled milk could 
not be manufactured and shipped in the interstate or foreign commerce of the 
United States (Filled Milk Act of 1923, title 21, sec. 61-64, U.S.C.). See letters 
dated November 24, 1958, and December 18, 1958, attached as exhibits A and B. 

The net results of this willful disregard of congressional mandates are— 
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(a) A serious encroachment upon and a threat completely to destroy for all 
time the U.S. historic commercial market for evaporated whole milk in the 
Philippine Islands; 

(v) A detriment to the American dairy industry, generally ; 

(c) A misuse of the American taxpayers’ dollar ; and, 

(d) A frustration of a valid national policy of the United States. 


(a) Encroachment wpon and possible destruction of the U.S. historic commercial 
market for evaporated whole milk in the Philippine Islands 

The sale of nonfat dry milk to American interests for shipment to the Philip- 
pine Islands, at the favorable Commodity Credit Corporation’s export price, for 
the announced and avowed purpose of its manufacture, blending, or compound- 
ing into filled milk, is a wanton disregard of the specifically declared intention of 
Congress that those responsible for the administration of Public Law 480, 83d 
Congress, as amended, shall take “reasonable precautions to safeguard usual 
marketings of the United States.” 

Proof of this allegation lies in the documented testimony of dairy industry 
witnesses at the hearings before the Subcommittee on Dairy Products of the 
Committee on Agriculture of the House of Representatives, 85th Congress, 2d 
session, on the price supports’ bills H.R. 10669 and H.R. 10671, held May 5 to 
12, 21 to 22, 1958, and the similar testimony of the same dairy industry witnesses 
at the hearings before the Committee on Agriculture and Forestry of the U.S. 
Senate on the bill to provide an export program for dairy products, S. 4013, held 
July 14, 1958—which, as updated and fully confirmed by the following attach- 
ments : 

“Quartermaster Corps Purchase Description” of April 10, 1956, marked 
“Exhibit C.” 
The Department of Agriculture’s publication entitled “Foreign Agriculture” 
of June 1958, pages 10 to 20, of exhibit D. 
The Department of Agriculture’s Foreign Agricultural Service Release of 
October 20, 1958, published in “Foreign Corps and Markets,” vol. 77, No. 
16, page 11 of exhibit BE. 
The article entitled “Filled Evaporated Milk Competing with U.S. Evapo- 
rated Milk in Philippines,” in the Department of Agriculture’s November 
1958 issue of “Foreign Agricultural Trade of the United States, Digest,” 
page 5 of exhibit F. 
provide a conclusive record of the adverse economic effects of the failure of 
the Department of Agriculture to honor the demand of Congress that, in para- 
phrase, “reasonable precautions (shall be taken) to safeguard usual marketings 
of (dairy products) of the United States.” 

Available evidence establishes that the filled milk operations in the Philippine 
Islands are owned by American interests and/or said American interests in com- 
bination with Filipino interests, acting through newly formed Philippine cor- 
porations, that is, Darigold Milk Co., Paranaque, Rizal, Philippine Islands, and 
General Milk Co, (Philippine), Inc., Mandaluyong, Rizal, Philippine Islands, 
respectively. 

The latter operations are utilizing surplus nonfat dry milk made available at 
the favorable Commodity Credit Corporation export price under arrangements 
concluded with the Philippine Government pursuant to Public Law 480, as 
amended, to which is added, or which is blended or compounded with, coconut 
oil of Philippine origin, so that the resulting reconstituted product is in imita- 
tion or semblance of evaporated whole milk. 

An on-the-spot investigation in the Philippines, showing yearly Philippine im- 
ports of evaporated whole milk from all sources during the past 5 years, plus esti- 
mates for 1959, broken down by countries of origin and names of suppliers, and 
data indicating the extent to which Philippine imports of evaporated whole 
milk have been, or are foreseen to be displaced by Philippine filled milk manu- 
facture, is attached as exhibit G. 

An examination of exhibit G discloses that total Philippine imports of evapo- 
rated whole milk in 1957 amounted to 4,073,000 cases; that inroads on this 
business by filled milk manufactured in the Philippines since said product was 
first introduced on that market in August 1957 have been such that the amount 
of evaporated whole milk which it is estimated will be imported by the Philip- 
pines in 1959 will not exceed 1,520,000 cases; that, further, it is foreseen as a 
strong possibility that in 1960 Philippine imports of evaporated whole milk will 
approximate only 500,000 cases; and that, due to the anticipated saturation of 
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the Philippine market with filled milk, a total ban on Philippine importations : 


of evaporated whole milk will become an accomplished fact by 1962. 
(b) Detriment to the American dairy industry, generally 


The Department of Agriculture by its actions in aiding and abetting the 
manufacture and consumption of filled milk in the Philippine Islands is making 
a ludicrous mockery of the laudible objective stated in section 2 of Public Law 
480, as amended, viz, “* * * to stimulate and facilitate the expansion of foreign 
trade in agricultural commodities produced in the United States by providing q 
means whereby surplus agricultural commodities in excess of the usual market. 
ings of such commodities may be sold through private trade channels * * *”: 

Moreover, by so doing, it is committing an unpardonable sin against the good 
reputation of the American dairy industry as a whole. May I remind you that 
in the 19th century the United States was one of the largest, if not the largest, 
exporter of cheese in the world; and that this extremely valuable export trade 

yas lost to this country, and has never been regained, because certain un- 
scrupulous manufacturers of cheese in the United States, erroneously beliey- 
ing their oversea customers to be ill informed or stupid, manufactured and 
exported to them filled cheese in lieu of the genuine product. This unfortunate 
incident not only ruined this country’s cheese export business, but jeopardized 
its then budding export trade in other dairy products, the same hereby becom- 
ing suspect of likewise being filled. 

Thus, for a large American cooperative milk producers’ association and a large 
American dairy corporation, to engage in the manufacture of filled milk in 
the Philippines, or elsewhere, and for those American interests to be aided and 
abetted in such undertaking by the Department of Agriculture, is the greatest 
disservice that ean be rendered this basically important industry, for it is 
inevitable that competing countries will again label American dairy products 
as spurious and fraudulent. 

The grim factual picture of the detriment to the American dairy industry 
inherent in filled dairy products which was portrayed to the House and Senate 
committees of the 67th Congress and which, ultimately, led to enactment of the 
Filled Milk Act of 1923, is prophetically applicable to the current situation 
and is, for convenient reference, extracted and attached as exhibit H. 

Unless heed is paid to the obvious truths and warnings of exhibit H, the vital 
significance of which has not been lessened by the passage of time nor by man’s 
ingenuity and alleged improved moral responsibility, the laudable objective of 
Public Law 480 will be rendered an absolute nullity, and filled dairy products 
will spread over the earth like a cancer, to the infinite detriment of the dairy 
industry of America, with its high labor costs and expensive quality controls. 
(See the actual threat to this effect contained in the Philippines Herald news 
item of January 29, 1959, attached as exhibit I.) 


(c) Misuse of the American tarpayers’ dollar 


As brought out clearly in the testimony of one of the dairy industry witnesses 
at the aforementioned hearings on the price supports bills and on the bill to 
provide an export program for dairy prodlucts, aforementioned, certain funda- 
mentals are self-evident in the premises, to wit: 

(i) That, whenever evaporated whole milk of U.S. origin is exported 
to the Philippines, it is a certainty that the demand for that commodity 
in the domestic U.S. market and in this country’s only other regular, 
although comparatively small, commercial export markets for evaporated 
whole milk, i.e., Mexico and Cuba, has been satisfied ; 

(ii) That every time a case of evaporated whole milk of U.S. origin 
is displaced on the Philippine market by a case of filled milk, the solids 
fat and solids nonfat in such case of evaporated whole milk must, of neces- 
sity, be disposed of somewhere else ; 

(iii) That, under the circumstances of (i), above, evaporated whole 
milk of U.S. origin displaced on the Philippine market per (ii), above, 
cannot be sold as such in the domestic U.S. market or on the limited Mexi- 
can and Cuban markets; 

(iv) That, obviously, the evaporated whole milk of U.S.A. origin dis- 
placed on the Philippine market per (ii), above, and because of (iii), above, 
must either be dumped in some world market if, as is unlikely, one can 
be found, or the solids fat and nonfat thereof must be converted into butter 
and nonfat dry milk, respectively, and, to avoid a loss thereon, be sold to 
the Commodity Credit Corporation as surplus; and, 
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(v) That, in end result, the American taxpayers’ dollar is misused for 
the purchase by the Commodity Credit Corporation of surplus butter and 
nonfat dry milk which, otherwise and normally, would constitute a com- 
mercial export of evaporated whole milk to the Philippines at no expense 
to the American taxpayer. 

The Department of Agriculture has not only deliberately ignored these funda- 
mentals in the course of its improper administration of Public Law 480, as 
amended, but key members of its staff have publicly and vigorously opposed 
the legitimate and seriously presented efforts of the industry to put an end to 
this misuse of the American taxpayers’ dollar—as witness the testimony of 
administration spokesmen at the aforementioned hearings on H.R. 10669, H.R. 
10671, and S. 4013. 

Compared with the blackeye the good reputation of the American dairy indus- 
try will suffer due to disregard of the moral concepts embodied in the Filled 
Milk Act of 1923, by both the administration and the American business interests 
involved, the cost to the American taxpayer of the Philippine filled milk folly 
is relatively insignificant ; but, viewed in the light of solemnly sworn obligation 
of administration officials not to waste or misuse the public funds, this un- 
warranted expense to the American taxpayer must not escape scrutiny (exhibit 
J, attached, establishing as an arithmetical fact that $733,560.59 was misspent 
in 1957, $4,181,546.09 was misspent in 1958, and it is estimated that this pro- 
gram of disservice to our industry will improperly cost the American taxpayer 
$64,705,733.79 during the period 1959-63, or an overall total of $69,620,840.47 in 
misused public funds since filled milk was first manufactured in the Philippines 
in August 1957). 

Add to this misuse of public funds the inescapable fact that Federal income 
taxes estimated to average $0.466856 per case of U.S.A. evaporated whole milk 
exported to the Philippine Islands during the period 1954-58, have been, and 
will be, denied to the U.S. Treasury on U.S.A. exports of evaporated whole milk 
to the Philippines, due to the displacement thereof by Philippine filled milk, as 
follows: 


ae * 206. 7e0 Cees CHNt BU Geta een oan nnn cee cba ckes $119, 879. 28 
7058 = 1.361,000 cases times 90.400G00.._ ~.. 6. nee 635, 391. 02 
1959-63 : 20,937,800 cases times $0.466856____.._..---____-____-_- 9, 774, 937. 56 

Total loss of Federal revenue, 1957—-63__.._.___--_------- 10, 530, 207. 86 


The net result is that the Philippine filled milk fiasco holds the potential of 
improperly costing the American taxpayer an overall $80,151,048.33 by the end 
of 1963." 


(d) Frustration of valid national policy 

On March 4, 1923, the Filled Milk Act (Public Law 513, 67th Cong.) became 
the law of the land (U.S.C. title 21, sec. 61-63), providing, among other things, 
that— 

“(c) The term ‘filled milk’ means any milk, cream, or skimmed milk 
whether or not condensed, evaporated, concentrated, powdered, dried, or 
desiccated, to which has been added, or which has been blended or com- 
pounded with, any fat or oil other than milk fat, so that the resulting product 
is in imitation or semblance of milk, cream, or skimmed milk, whether or 
not condensed, evaporated, concentrated, powdered, dried, or desic- 
eated. * * * (U.S.C. 21:61). 

“Sec. 2. It is hereby declared that filled milk, as herein defined, is an 
adulterated article of food, injurious to the public health, and its sale con- 
stitutes a fraud upon the public. It shall be unlawful for any person to 
manufacture within any Territory or possession, or within the District of 
Columbia, or to ship or deliver for shipment in interstate or foreign com- 
merce, any filled milk (U.S.C. 21: 62). 

“Sec. 3. Any person violating any provisions of this act shall upon con- 
viction thereof be subject to a fine of not more than $1,000 or imprison- 
ment of not more than 1 year, or both * * *” (U.S.C. 21:63). 


10n June 30, 1958, an investment guarantee of $660,000 was granted by the Export- 
Import Bank of Washington, as agent for the International Cooperation Administra- 
tion, to the Consolidated Dairy Products Co., reportedly ‘“‘to furnish working capital to 
form company to engage in marketing of dairy prdoucts” in the Philippine Islands. (See 
Export-Import Bank of Washington “Report to the Congress,” June 30, 1958, attached as 
exhibit K.) The said company actually is engaged in the manufacture and distribution 
of filled milk in the Philippine Islands. 
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Subsequently, and on April 27, 1935, the Filled Milk Act of March 4, 1923, was 
amended by the addition of the following new section: 

“Sec. 4. The Secretary of Agriculture is hereby authorized and directed 
to make and enforce such regulations as may in his judgment be necessary 
to carry out the provisions of this act” (U.S.C, 21: 64). 

thereby establishing a historical record, the existence of which the Secretary of 
Agriculture cannot, as a matter of law, be heard to deny, even though, in the 
meantime, the enforcement of the Filled Milk Act of 1923, as amended, was trans- 
ferred to and is now lodged in the hands of the Food and Drug Administration 
of the Department of Health, Education, and Welfare. 

Similarly, it is a matter of public record, official notice of which is chargeable 
to the Secretary of Agriculture and all employees of the United States, that the 
Filled Milk Act of 1923, as amended, has not only never been repealed by Congress, 
but has been sustained repeatedly by the Federal courts as a constitutional ex- 
ercise of sound legislative judgment by Congress. The Supreme Court of the 
United States in the case of United States v. Carolene Products Co. (304 U.S. 
144, 58 8S. Ct. 778, 82 L. Ed. 1234) in which case, and in the subsequent cases 
cited herein, I played an active part in opposition to the filled milk interests in- 
volved, stated: 

“The prohibition of shipment of appellee’s product in interstate commerce 
does not infringe the fifth amendment. Twenty years ago this Court, in 
Hebe Co’ v. Shaw (248 U.S. 297), held that a State law which forbids the 
manufacture and sale of a product assumed to be wholesome and nutritive, 
made of condensed skimmed milk, compounded with coconut oil, is not for- 
bidden by the 14th amendment. The power of the legislature to secure a 
minimum of particular nutritive elements in a widely used article of food 
and to protect the public from fraudulent substitutions, was not doubted; 
and the Court thought that there was ample scope for the legislative judg- 
ment that prohibition of the offending article was an appropriate means of 
preventing injury to the public. [Emphasis supplied. ] 

“We see no persuasive reason for departing from that ruling here, where 
the fifth amendment is concerned; and since none is suggested, we might 
rest decision wholly on the presumption of constitutionality. But affirma- 
tive evidence also sustains the statute. In 20 years evidence has steadily 
accumulated of the danger to the public health from the general consump- 
tion of foods which have been stripped of elements essential to the main- 
tenance of health. The Filled Milk Act was adopted by Congress after 
committee hearings, in the course of which eminent scientists and health 
experts testified. An extensive investigation was made of the commerce 
in milk compounds in which vegetable oils have been substituted for natural 
milk fat, and of the effect upon the public health of the use of such com- 
pounds as a food substitute for milk. The conclusions drawn from evidence 
presented at the hearings were embodied in reports of the House Committee 
on Agriculture (H. Rept. No. 365, 67th Cong., Ist sess.), and the Senate 
Committee on Agriculture and Forestry (S. Rept. No. 987, 67th Cong., 4th 
sess.). Both committees concluded, as the statute itself declares, that the 
use of filled milk as a substitute for pure milk is generally injurious to health 
and facilitates fraud upon the public. [Emphasis supplied. ] 

“There is nothing in the Constitution which compels a legislature, either 
National or State, to ignore such evidence, nor need it disregard the other 
evidence which amply supports the conclusions of the congressional com- 
mittees that the danger is greatly enhanced where an inferior product, like 
appellee’s, is indistinguishable from a valuable food of almost universal 
use, thus making fradulent distribution easy and protection of the consumer 
dificult.” [Emphasis supplied. ] 


To similar effect are the opinions in the following cases: Carolene Products 
Co. v. Wallace ((DC D.C.), 20 F. Supp. 266, affirmed in 308 U.S. 506, 60 S. Ct. 
113, 84 L. Ed. 433); Carolene Products Co. v. Evaporated Milk Assn. ((CCA 7), 
93 F. (2d) 202). 

United States v. Carolene Products Co. ((CAA 7), 104 F. (2d) 969); and in 
Carolene Products Co. v. Wallace ((DC D.C.), 27 F. Supp. 110) the Court, in 
denying a motion for a temporary injunction, stated in part, as follows: 

“We think the reports of the congressional committees clearly show the 
purpose of the act and the reason for the prohibition therein provided. 





1 Hebe Co. is an affiliate of the Carnation Co. 
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it had three aspects: to forbid the competition of a coconut grove with the 

American cow; to prevent the practice of frauds on the consuming public; 

and to avoid harm to the public through the substitution of inferior fats 

for butterfat in an important food product. Jt is not for this Court to 
question the wisdom of Congress. Plaintiff’s products are not shown to 
be different from other articles of food within the prohibited class, and 
the addition of needed vitamins through the presence of cod liver oil does 
not take plaintiff’s products out of the prohibited class. There was expert 
medical testimony before the congressional committees that no vegetable 
oil can be made an effective substitute for butterfat. The determination of 
the question was within the judgment of Congress. [Emphasis supplied.] 

In utter frustration of the valid national policy spelled out in the constitu- 
tional and unrepealed Filled Milk Act of March 4, 1923, as amended, the De- 
partment of Agriculture has knowingly made available to American interests 
engaged in the manufacture of filled milk in the Philippine Islands and in the 
reconstitution of filled milk for certain elements of U.S. Armed Forces overseas, 
supplies of nonfat dry milk from surpluses thereof publicly owned by the Com- 
modity Credit Corporation. (See the admissions to that effect contained in 
aforementioned exhibit B.) 

Further proof that the Department of Agriculture and all other employees 
of the United States concerned in the premises are, and have been for a long 
time, aware of the fact that surplus nonfat dry milk publicly owned by the 
Commodity Credit Corporation has been, and is now, utilized in the manufacture 
of filled milk, is clearly evident by reference to exhibits C, D, B, and F, afore- 
mentioned, and from the following attachments: 

The Department of Agriculture’s Foreign Agricultural Service Release of 
January 1959, entitled “Prospects for Foreign Trade in Dairy and Poultry 
Products, pages 1, 4, 5, and 6, attached as exhibit L. 

Excerpt from the Dairy Record of February 4, 1959, attached as exhibit 
M. 

As stated in the case of Carolene Products Co. v. Wallace, supra, the Filled 
Milk Act of March 4, 1923, as amended, was designed “to prevent the practice 
of frauds on the consuming public,” and it is clear from the opinion of the 
Supreme Court in the case of United States vy. Carolene Products Co., supra, 
that the Filled Milk Act resulted from ample evidence placed before the com- 
mittees of the 67th Congress that the use of filled milk as a substitute for whole 
milk facilitates fraud on the public and that “the danger is greatly enhanced 
where an inferior product * * * is indistinguishable from a valuable food of 
almost universal use, thus making fraudulent distribution easy and protection 
of the consumer difficult.” See exhibit N-1 through N-—385, attached, on the 
reverse side of each of which is an identification of the source from whence 
it came, the date of its publication, where applicable, and your specific at- 
tention is called to the statements or claims made in each of these exhibits 
which would be prohibited as being misleading, if not fraudulent, if made or 
claimed in the United States. 

I leave it to you gentlemen to determine, after you have studied exhibits 
N-1 through N-35, attached, whether that conclusion of the committees of 
Congress quoted with approval by the Supreme Court of the United States 
was justified 

For the Department of Agriculture to become a party to the flooding of the 
Philippine Islands with filled milk is, indeed, a distressing example of how 
not 

“* * * to expand international trade among the United States and 
friendly nations * * * to make maximum efficient use of surplus agricul- 
tural commodities in furtherance of the foreign policy of the United 

States * * *” (sec. 2, Public Law 480). [Emphasis supplied. | 

See the editorial entitled “Evaporated Whole or Filled Milk?” on page 8 of the 
October-December 1958 issue of Nutrition News, published as the official organ 
of the Philippine Association of Nutrition, Manila, Philippine Islands, attached 
as exhibit O. 

Moreover, the Department of Agriculture is enabling the aforementioned 
American interests to do indirectly that which they could not do directly— 
that is to say, they could not manufacture filled milk in the United States and 
ship it to the Philippines. Why then should our Government pay a premium 
to American interests to make available to the Philippines a product which 
Congress has said is injurious to our own people? Is it because there is one 
standard of health for us and another for our neighbors, or is it that the 
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Secretary of Agriculture has substituted his judgment for that of the Congress 
and the courts of our country? 

Whatever the answer may be, the results are not appreciated by the American 
dairy industry, as is so forcefully demonstrated by the Dairy Record of February 
11, 1959, attached as exhibit P. 


CORROBORATION 


The most forceful piece of evidence corroborating the results of the abuses 
complained of in this statement, Mr. Chairman and gentlemen of the committee, 
has been provided by the Foreign Agricultural Service, U.S. Department of 
Agriculture, Foreign Agricultural Circular No. FD 9-59 released on June 26, 
1959, and attached as exhibit Q. I commend it to your careful scrutiny and, 
in doing so, would call your particular attention to its glaring omission of any 
reference to the fact that it is surplus nonfat dry milk once publicly owned by 
the Commodity Credit Corporation which is utilized in the manufacture of filled 
milk in the Philippines, and which makes it possible for that circular to bear 
the caption “Filled Milk Reduces Philippine Market for U.S. Evaporated Milk.” 


CONCLUSION 


Since moral suasion and the admonition of Public Law 480 seem to have no 
deterring effect upon those who administer the Department of Agriculture, it 
would appear that the only way to put an end to the practices of ignoring the 
congressional intent expressed in Public Law 480 is to amend it so as effectively 
to manacle the hands of those who would act in derogation of its plain and 
manifest intent. 

Accordingly, Nestle’s Products (Export), Inc., respectfully urges the approval 
by this committee and the early enactment of H.R. 7146. 

Respectfully submitted. 

FEORGE QO. TIFFANY, 
Secretary and General Counsel, 
Nestle’s Products (Erport), Inc., Stamford, Conn. 
Dated July 27, 1959. 
J. Epwarp BurRouGnHs, Jr., Esq., 
Washington, D.C. 
Of counsel. 


Mr. Jounson. We have two witnesses left to hear. 

Mr. Tirrany. Mr. Chairman, may I put in the record also two news- 
paper items that came from the Philippines on July 21, 1959? 

Mr. Jounson. How long are they ? 

Mr. Tirrany. One page each. 

Mr. Jounson. Without objection, they will be inserted. 

(The documents referred to are as follows:) 


[From Manila Bulletin, July 21, 1959} 
BATTLE OVER MILK MENACES CoconuT—BLocK Move To Scrap Tax on Coco Or 
(By Rafael Benitez) 


The National Economic Council has received reports of stiffening opposition 
from the American milk industry to the proposed elimination of the excise tax 
on coconut oil. 

The NEC trade and commerce branch suggested a memorandum that the 
Council and the Philippine Coconut Administration be apprised of the growing 
threat to Philippine representations for relief from the tax. It was understood 
that the NEC technical staff was particularly concerned about increased U.S. 
publicity against coconut-filled milk. 

Ambassador Carlos P. Romulo reported earlier from Washington that stories 
were published in U.S. newspapers to show that filled-milk is, under U.S. Jaw, an 
adulterated article of food injurious to the public health. 

Romulo said it was “of course impertinent for the American dairy industry 
to tell is how we consume the nonfat milk that we import from the United States” 
since Filipinos had found the product to be a wholesome food even for children. 


cu 








FILLED MILK EXPORTS 67 


“However, we can well understand the reaction of the American dairy industry 
toward any competitive article to natural milk. Coming at a time when we are 
working for the permanent elimination of the 3-percent excise tax on coconut 
oil, 1 am tempted to suspect that the American dairy industry may be laying the 
foundation for an aggressive opposition to the elimination of the tax,” Romulo 
said. 

According to an item published in the New York Herald Tribune, the U.S. 
Department of Agriculture agreed in 1957 to sell the Philippines nonfat dried 
milk at less than cost. The sales were made, according to the story, through 
private U.S. firms. One was a big west coast dairy cooperative. 

“Under the sales arrangement these cooperatives and dairy corporations set 
up plants in the Philippines for the manufacture of filled milk, using the surplus 
American dry nonfat milk and Philippine cocouut oil. 

“This activity soon brought sharp protest from other segments of the American 
dairy industry—the manufacturers of evaporated milk. The Philippines long 
had been the biggest U.S. export market for this dairy item.” 

The NEC received this report from the Department of Foreign Affairs follow- 
ing the approval of the dollar margin fee which, among other things, exempted 
milk for which there is no local substitute. 

It appeared from various interpretations of the term “substitute” that the 
U.S. battle between dairy and vegetable milk would extend to the local scene 
on the question of whether or not exemption from the dollar fee should be 
allowed canned milk to place it on a competitive level with local filled-milk 
products. 

Milk importers have already initiated petitions to grant canned milk products 
the exemption without any qualifications. 


{From Manila Chronicle, July 21, 1959} 


U.S. MILK Grour Ficuts REMOVAL oF Coco Or Tax—OpposITION DUE TO RISE 
or PI INDUSTRY 


A group of U.S. milk manufacturers has mounted strong opposition to the 
move of the Philippine Government to eliminate the 3 percent American excise 
tax on its Philippine coconut oil imports, it was learned yesterday. 

This move was believed taken by the U.S. milk manufacturers to retaliate 
against the substantial reduction in Philippine imports of both U.S. and Euro- 
pean milk products occasioned by the development of the local filled milk 
industry. 

The report on the opposition of U.S. milk manufacturers was transmitted 
by Ambassador Carlos P. Romulo, who expressed the suspicion that these 
producers are behind the lobby in the U.S. Congress fighting the passage of 
any measure which would pave the way for the easing of the excise tax. 

In a letter to the Department of Foreign Affairs and the National Economic 
Council, the Philippine envoy to Washington said U.S. milk manufacturers 
who were previously indifferent to attempts of the Philippine Government 
to eliminate the excise tax seem to have taken an active stand contrary to 
Philippine interest. 

Commenting on this report, NEC officials said this opposition from U.S. 
milk manufacturers could have been the reason for the failure of a certain 
legislation in the U.S. Congress partially relieving the excise tax to get approved. 


PLANTED STORIES 


The same officials felt that the health reports by American wire services which 
tended to disparage the use of filled milk were inspired by these American milk 
manufacturers. 

The officials said these U.S. milk manufacturers had even threatened to cut 
the export of surplus powdered milk to the Philippines, which is being used 
asa raw material in the manufacture of filled milk. 

In this connection, Romulo noted that there is no provision under U.S. Public 
Law 480 which dictates on the Philippine Government on the use of surplus 
powdered milk. 

Romulo contended that the U.S. milk manufacturers have no legal means of 
cutting Philippine purchases of powdered milk. 
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Meanwhile, council officials reported that Robert Durrer, inventor of the 
L—D and Von Roll steel processes, will arrive Thursday to clarify the controversy 
which has arisen over which system to use in the proposed Iligan City steel 
project. 

Mr. Jounson. The committee is now recessed until 3 p.m. 
(Whereupon at 12:15 p.m. the subcommittee recessed to reconvene 
, 3 p.m. the same day.) 


— 


a 
AFTERNOON SESSION 


Mr. Jounson. The committee will please come to order. 
The next witness is Mr. Todd, Charles G. Todd, of the Carnation 
Co., Los Angeles, Calif. 


STATEMENT OF CHARLES G. TODD, CARNATION CO., LOS ANGELES, 
CALIF. 


Mr. Topp. Mr. Chairman and committee members, ny name is 
Charles G. Todd. Iam attorney for Carnation Co., which has author- 
ized me to testify today, and have my office at 5045 Wilshire Boule- 

vard, Los Angeles, C alif. 

Some committee members may recall that I testified here last year 
in an unsuccessful effort to cause the U.S. Department of Agriculture 
to take steps to avoid loss of the last major U.S. dairy export market; 
that for evaporated milk in the Philippines. 

While we certainly respect the sincerity of motive of the H.R. 7146 
proponents, we regret that some of their views expressed today were 
not advanced more publicly some months ago to assist us in our efforts 
to hold a substantial portion of the P hilippine market. 

Carnation Co. is not. in favor of the major principles of H.R. 7146 
for reasons which may be partially summarized by reference to two 
trite adages. It serves no purpose to close the barn door after the 
horse is gone or to cut off one’s nose to spite one’s face. 

Summary of Philippine market situation, which will answer some 
of the questions that the committee members have posed previously, 
is eee 

. For approximately a half century prior to 1951 the Philippine 
ev: wie ated milk market was almost exclusively a U.S. market. In 
only 4 years in the 1930’s was any Dutch milk imported. 

2. Carnation Co. had always been a major U.S. exporter and 
Nestle also had a substantial share of the market. 

Commencing in 1951, the Dutch, because of low prices, subsidized 
directly and indirectly, became an important factor in the market and 
the Dutch share in this growing market rose from nil, in 1950, to 
between 25 and 30 percent in 1957 and showed every sign of increas- 
ing. 

During the latter part of this period Dutch milk sold for between 
$1.50 and $2.50 per case less than the cheapest U.S. milk, which was 
Carnation. 

Mr. Jounson. You people probab ly had an advantage during the 
time that the Philippines was a Territory of the United States, did 
you not? 

Mr. Topp. Well, we have always had some advantage and still do, 
dutywise; that is correct. 

Mr. Jounson. You still do, dutywise? 
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Mr. Topp. That is correct. That was brought out this morning, 
a Johnson. 

The differential of the $1.50 and $2.50 per case existed even 
iebtioh U.S. processors for Philippine export realized about $1 less 
per case than on U.S. domestic business. In other words, the proc- 
_— subsidized it themselves. 

As early as 1954-55 industry representatives—not our company, 
but representatives—and representatives of Government export 
financing agencies informally approached the U.S. Department of 
Agric ulture as to export price assistance and were advised such ac- 
tion was against U.S. Department of Agriculture policy and was 
impossible, 

During the period 1950-55, the Dutch, by reason of price, took 
over the entire Philippine sweetened condensed milk market and, 
in fact, took over the world market for this product. 

8. In late 1954 a Philippine company already processing a filled 
fluid milk applied for a permit to process canned filled milk. 

9. In early 1955, to put out a canned filled milk, a major U.S. 
processor of Philippine oils applied for a similar permit and an- 
nounced that a major U.S. dairy products company would provide 
processing know-how. 

Thus, in 1955 it became clear to Carnation that its milk market 
stood little chance of survival in the face of Dutch market mroads, 
the lack of U.S, Department of Agriculture export price assistance, 
and the see smingly inevitable introduction of filled milk. Thereafter 
- following events occurred : 

In the latter half of 1955, General Milk Co., an affiliate of Car- 
Steed may mention here the company was formed in 1919, in 
answer to one of the questions this morning—applied for a permit 
to process canned filled milk. 

2. Shortly thereafter, Consolidated Dairy Products Co., a U.S. 
milk producers cooperative, which had about 2 percent of the Philip- 
pine evaporated milk market, also applied for a permit to process 
canned filled milk. 

3. In the latter half of 1957 the Consolidated operation was com- 
pleted and filled milk sales commenced. 

4. Very shortly after, a matter of weeks, the General Milk plant 
was completed and sales began. 

5. In 1958, a third filled milk plant, purportedly to be owned by 
os ae and Dutch interests, was commenced. This plant will 
use Dutch processing know-how and is presumably scheduled to open 
in September 1959. 

In early 1957 with Dutch price competition growing constantly 
stronger, Carnation decided itself to formally request export price 
assistance from U.S. Department of Agric ulture. This decision was 
made because by that time the CCC had made several export as- 
sistance concessions for other products which were far more liberal 
than its announced policy as we understood its previously. There- 
a the following events took place: 

Formal filings were made with U.S. Department of Agricul- 
ans requesting a limited subsidy of the exact dollar amount then 
granted to nonfat dry milk and butter (equivalent to $1.20 to $1.40 
per case). We were confident that because of the heavy trade-name 
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prestige of U.S. exporters, built up over many years by costly pro- 
motion and advertising, a reasonable subsidy would halt Dutch inroads, 
indefinitely postpone general all-around usage of filled milk and give 
the importers and processors necessary incentive to use every effort 
to hold the market. Such a subsidy would probably have had little 
effect in other markets of the world where Dutch trade names com- 
mand extremely high prestige. 

2. The Board of Directors of the CCC during 1957-58, formally 
denied our request at least four times for expressed reasons which 
we considered contradictory and illogical. 

3. We appeared before this subcommittee in May 1958, in an effort 
to cause U.S. Department of Agriculture to take action. 

4. Later in 1958, Senator Humphrey introduced 5S. 4031 to remedy 
the situation. ‘ 

5. Little tangible support was received for the bill from any large 
segment of milk producers and the bill was strongly opposed by the 
National Milk Producers Federation. 

6. Carnation and the American Dry Milk Institute whose members 
were losing the Venezuelan dry whole milk market to foreign milk, 
supported the bill. 

7. The U.S. Department of Agriculture and the State Department 
strongly opposed the bill. 

8. The bill was narrowly defeated in committee. 

9. Thereafter, 26 Senators, headed by Senator Humphrey, and 
Senator Cooper, to no avail petitioned Secretary Benson to recon- 
sider his refusal to take action. 

So long as much hope existed for evaporated milk export assistance, 
General Milk believed that filled milk would, in that market, occupy 
a limited position as to usage, such as exists in the State of Lllinois, 
and it geared its promotion and sales efforts along such lines. The 
Carnation name was not associated with the product. 

Carnation, itself and through the U.S. Commerce Department, 
again to no avail protested the use of the product title “Evaporated 
Filled Milk.” USDA refused assistance in this matter, believing it 
was not in its jurisdiction. 

Because of its type of sales effort, General Milk Co.’s filled milk 
volume, by midsummer 1958 had fallen far behind its competition 
which had chosen to vigorously promote the product for all usages 
including the major usage, infant feeding, At that time, when it 
became apparent that no legislation granting relief would result from 
the hearings before this subcommittee and other efforts to obtain 
legislative relief seemed doomed to failure by reason of the time ele- 
ment, it became clear that evaporated milk could not continue as the 
major factor in the market and General Milk Co. increased and al- 
tered its sales and promotion and advertising efforts and is, we be- 
lieve, now approaching the competition in sales volume. At one 
time we were doing one-third of it. 

As a result of all factors, U.S. Philippine milk exports have de- 
clined heavily. Any export business is a constant struggle against 
unreasonable import restrictions, taxes, duties, exchange shortages, and 
other obstacles. The refusal of export assistance eliminated most of 
the incentive for exporters and importers to expend the strong effort 
required to maintain an export program. 
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During a period of exchange shortage, ICA ev oper ated milk financ- 
ing had to be halted because the Philippines would not accept the high 
price. At one time, half of the Philippine market was financed by 
thissource. At the moment, there is no ICA assistance for evaporated 
milk. 

In recent weeks, with apparently little complaint or consideration 
on the part of our authorities, Philippine evaporated milk imports, 
together with some other imports, have apparently been subjected to 
an additional 17- -percent duty and a 40- percent exchange tax. Pre- 
viously U.S. evaporated milk was many times slightly favored or ex- 
empted as to like impositions. 

For obvious reasons the Philippine Government, at the time of 
establishment and since, has strongly encouraged the filled milk op- 
erations. Because of the lack of ability of U.S. milk to compete, 
despite popular trade names, and because of the obvious disinterest 
of the USDA displayed in 1957 and 1958, this policy of the Philippine 
Govrenment has become more fixed and determined and today, because 
of taxes and exchange restrictions, already enacted and in effect, a 
substantial portion of the evaporated milk market is already gone and 
probably could not be regained even with reasonable subsidies plus 
general Government financing programs such as 480 and ICA. 

The question is not one which involves solely the filled milk issue. 
The U.S. Venezuelan dry whole milk market, which was also denied 
assistance by USDA, has also declined tremendously with no filled 
product involved. The U.S. firms, which formerly processed in the 
United States, just moved their processing abroad, mainly to Holland 
and Denmark. 

Economically, as far as USDA is concerned, the filled milk alterna- 
tive is sounder as some sales are retained. 

Discussion of specific provisions of H.R. 7146: 

Subsection ( a) of the amendment, as was correctly stated by Mr. 
Quie at the previous hearing, does not legally constitute a prohibition 
or embargo of export for filled milk purposes. Practically, it cer- 
tainly is an embargo. Obviously such action would not stop produc- 
tion in the P hilippines. It would merely result in a transfer of non- 
fat dry milk purchases to another country whose normal price is 
comparable to the U.S. subsidized price. 

While the amount of disposal of nonfat dry milk to the Philippines 
may amount to only 2 percent of all disposals, including donations, it 
did in 1958 approximate 20 percent of so-called commercial sales and 
will undoubtedly increase in the future. 

It is well known by the USDA, that undoubtedly nontfat dry milk 
may be purchased elsewhere at less than our export price. It is com- 
pletely unrealistic to contemplate that any major ony country such 
as New Zealand, Australia, Denmark, Holland, or Canada would re- 
fuse to sell nonfat dry milk for filled milk purposes. They are and 
have been eager to do so. They have virtually no donation programs 
and must sell at the best price available whic +h, in many instances, is 
lower than the U.S. subsidized price. 

Under these circumstances the United States should, instead of 
embargoing exports, make available every financing method such as is 
prov ided by Public Law 480 and the ICA financing programs to 
insure that such business: remains in the United States in the face 
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of lower foreign pr ices, and there has been some talk recently of dis- 
continuing the ICA program. 

In our opinion, the action of the ee of the amendment 
comes at a most belated date in view of the fact that the USDA and 
other branches of our Government have for several years impliedly 
and expressly approved and encouraged establishment of filled milk 
units of one type or another abroad and in view of the fact that 
little or no adverse comment from milk producers was forthcoming 
during this period. On the contrary, many producer organizations 
and associations have participated in such filled milk projects in one 
capacity or another. 

We believe that any so-called embargo would be completely ineffec- 
tive to halt or deter filled milk operations in any country which has 
inadequate milk supply, whose government has or may commit itself 
to furthering or encouraging filled milk operations to conserve ex- 
change, provide local employment, use local oils and other materials, 
and provide a lower priced wholesome product for wider distr ibution 
to its well-to-do populace. 

The only effect of this subsection would be a decrease in commer- 
cial sales of U.S. nonfat dry milk at the expense of the U.S. taxpayer, 

The subsection ignores the fact that in some cases filled products 
may eventually be processed in some areas using little or no milk 
today, because of price, thus expanding dairy products usage and 
providing a wholesome food product, made partially from U.S. dairy 
products, to hundreds of thousands of persons who need such a prod- 
uct and cannot afford whole milk. 

The subsection provides no remedy whatsoever for foreign price 
raids (such as the action taken in the Philippines by the Nether- 
lands) on such dairy products export markets, as the United States 
still has, if any. 

It further appears as though the Secretary already has full au- 
thority to place the program into effect now if he so desired. 

As to subsection (b) of the amendment, we would favor a direct 
cash subsidy for daily exports rather than the present complicated 
purchase-sell back subsidy. We can see no need or advantage to the 
subsidy in kind option and believe that a subsidy in kind option would 
only serve to complicate Government recordkeeping and disposal 
problems and add unnecessary confusion to the program. 

As to subsection (c), it appears as though the requested special 
subsidy to meet filled milk competition is without limit as to amount. 
If the Philippine situation is taken as an example, protective import 
duties, compensating taxes, exchange taxes, and so forth, might well re- 
quire a tremendous subsidy to enable effective « ‘ompetition. It must be 
membered that Public Law 480 is a disposal by sales measure de- 

signed as a Government economy measure as compared with straight 
donations. This law is, in our opinion, not the proper place to in- 
clude a subsidy provision that might well cost far more than would 
be the result if the products were thrown away or destroyed. 

The subsidy requested last year in Senate bill 4013 proceedings last 
year was limited to the 0 amount as that granted to all dairy 
yroducts which subsidy we believed to be justifiable. 

The subsidy of subsection (c) is not limited geographically and 
might apply in areas in which the United States has never sold 
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milk. Heavy freight would have to be subsidized to enable competi- 
tion and whole dairy products of friendly exporting countries might 
well be affected adversely, as well as filled milk. As an example of 
this possibility, it may be noted that in the Philippines in July some 
brands of Dutec h whole evaporated milk wholesaled, in some instances, 
ata lower price than the filled products. 

We note that the subsidy is permissive and not mandatory and wish 
to mention again that the Secretary undoubtedly already has the 
power to pay such subsidy. However, he has refused to pay any 
amount of subsidy for exports of products such as canned milk. 
Based on past experience, it would appear as though the Secretary 
would probably continue such refusal and the bill would not result 
in any additional dairy products exports but would cause loss of a 
substantial nonfat dry milk export market. 

In conclusion, it is our opinion that the bill could not accomplish 
the purposes hoped for by its proponents and would result in sub- 
stantial increase of costs to the U.S. Government. 

Although it is a technical matter, and I do not intend to discuss it 
here, I wish to further state that I disagree with the analysis of the 
tax aspects of the problem contained in Mr. Tiffany’s well-prepared 
statement. 

Mr. Jounson. I want to thank you, Mr. Todd. There is one ques- 
tion I want to ask you. 

Turning to page 5, your first full paragraph there, you say: 

While the amount of disposal of nonfat dry milk to the Philippines may 
amonnt to only 2 percent of all disposals, including donations, it did in 1958 
approximate 20 percent of commercial sales, and will undoubtedly increase in 
the future. 

Do you mean that only 2 percent of that went under 480, but an 
extra amount- 

Mr. Topp. No, 480 is considered a commercial sale. The statement 
was made by Otie Reed, I believe, that 2 percent of all disposals, 
that the filled milk usage in the Philippines amounted to only 2 per- 
cent of all disposals, including donations. Now, Public Law 480 is 
not included as a donation, nor is ICA. Those are considered to be 
commercial sales so far as the Commodity Credit Corporation is con- 
cerned in their publications. 

Mr. Quim. I would just like to add to that some figures that I re- 
ceived from the Department, which say that a portion of this amount 
that goes to Mexico and the Philippines amounts to 38 percent of CCC 
sales for commercial export to all countries. 

Mr. Topp. That is right. 

Mr. McIntire. Mr. Todd, the issue which you have discussed here 
in your going back to your previous visit to the committee, do I get 
the picture correctly that what you were requesting at that time was 
a subsidy for export of evaporated milk ? 

Mr. Topp. That is correct. In the same dollar amount as that 
granted to nonfat dry milk, butter, and cheese. 

Mr. McInrime. Now, in the price-support program of the dairy 
industry, has the Dep: irtment acquired exaporated milk as a part of 
their price-support activities ? 

Mr. Topp. No. 

Mr. McInrire. Was the Department’s decision in your SpHwon, 
predicated somewhat on the fact that evaporated milk as such wa 
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not an element in the commodities which they were acquiring from 
milk as a part of the price-support program, and therefore did not 
wish to establish a subsidy on an item which was not in Inventory, 
and for which they did not have a disposal program as such % 

Mr. Toop. Well, they gave a number of reasons, but actually, I 
do not think they seriously advanced that reason, because quite a bit 
of the exports that actually do go out are not really maintained 
in the Department inventory as the purchase-sellback. While title 
goes into the Department, it is not the kind of product that they 
keep in warehouses. 

Mr. McInrmr. What would some of those be ? 

Mr. Topp. Oh, anhydrous fat, for one item; instant consumer- 


size nonfat powder as another. There was a product called Be-A- 
Cream at one time that I believe received a subsidy. There has been 
about a vear since | looked it over, There were several of those 


items that were not actually warehouse items of the Department 
that were subsidized. I do not think they seriously considered that 
as one of the major reasons for de nying it. 

Mr. McInrine. Thank you. 

Mr. Qum. Mr. Chairman ? 

Mr. Jounson. Congressman Quie. 

Mr. Quire. Mr. Todd, does any of the dried skim milk that you are 
presently using in the plant in the Philippines come from the agree- 
ments that have been terminated under Public Law 4804 Are you 
still using Public Law 480 milk that came into the Philippines ¢ 

Mr. Topp. I believe all shipments have been completed under that, 
Congressman. 

Mr. Quite. Does the milk still come from the United States, but 
from dollar sales? 

Mr. Topp. I think most of it is probably financed under the ICA 
program. That is, in other words, they have so much devoted to— 
you are undoubtedly aware—that they have so much devoted to each 
country for programing in development and dollars. Now, the law 
provides, I believe, that they have to use $175 million of surplus 
agricultural commodities to be sold, to be disposed of, in their develop- 
ment programs. Now, they had used dry milk, and in the past used 
evaporated milk, partially to raise those funds. In other words, what 
would happen is that say, on evaporated milk, we sell it and the 
vendee in the Philippines deposits the currency to the account of the 
ICA, and the ICA uses it. The ICA, in turn, gives us dollars. 

Now, the same thing is true of at least some of the nonfat dry milk 
that is going into the filled milk product. 

Mr. Quire. What would you do with your plant in the Philippines 
if you had to pay the going market price, which I think they said 
was 14% or 14% cents, this morning, here in the United States? 

Mr. Topp. We might even buy it for domestic use in one place in 
Australia for 9 cents. That is the last price I had, and that is a very 
recent one. That is for domestic Australian use. They would prob- 
ably chop at least 2 cents off on an export basis. 

Mr. Qute. So this would in no way slow down your production of 
filled milk? You would find ample sources of dried skim milk from 
other countries at comparable prices? 

Mr. Topp. Under present surplus conditions, I do not think there 
is any question about that. 
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Mr. Quire. That is all. 

Mr. Jounson. Counsel Heimburger has some questions he would 
like to ask you. 

Mr. Hermpurcer. Mr. Todd, nice to see you. 

Mr. Topp. Nice to see you, John. 

Mr. Hermpvurcer. At what price was this milk moved that you can 
buy under ICA programs? 

Mr. Topp. The e xport price, 8 cents. 

Mr. Hermmpurcer. The same as though it was sold under title I? 

Mr. Topp. Or for dollars. 

Mr. Jonunson, Do we get dollars, or foreign currency ¢ 

Mr. Hermmeurcer. Well, 1 am checking on it now. 

When it is bought under the ICA program, it is exported to the 
country, and it is then sold for foreign currency of the country, which 
is then placed to the credit of the ICA ¢ 

Mr. Topp. That is right. 

Mr. Hemeeurcer. And the exporter receives payment in dollars at. 
the rate vou indicate ? 

Mr. Topp. That is right. The ICA already has a program set up 
there that they are going to spend so much, so they spend the Philip 
pine pesos to their credit on a program. It might be an airbase, it 
might be an industrial development program they have agreed to; it 
could be almost anything. 

Mr. Hermpurcer. Does the Philippine Government ever have title 
to a commodity that passes under the ICA program ? 

Mr. Tovp. Well, it does not have to. Recently, because of some 
duty troubles, I believe Namarco has been taking it in. That is the 
national marketing agency, and—— 

Mr. Ileimpurcer. Reselling it, then, to the company that is going 
to use it ? 

Mr. Topp. That is right, but it does not have to. Like evaporated 
milk, the Philippine Government never had any title to it. The Chi- 
nese importer would take it. 

Mr. Hermeurcer. On this evaporated milk program, we asked the 
Department of Agriculture for an economic analysis of the factors in- 
volved, and the Department came back with the statement that if one- 
third of the existing market were saved, or if marketings were in- 
creased by as much as one-third by the payment of a direct subsidy on 
evaporated milk, there would be less cost to the CCC than if the same 
amount of surplus were disposed of in another manner. 

Mr. Topp. That was about right at the export figures at that time. 

Mr. Hetmpurcer. Can you tell me if we have lost or are about to 
lose one-third of the evaporated milk ms irket in the Philippines? 

Mr. Topp. It is already lost. It is lost in Venezuela, too, in dry 
whole milk. 

Mr. Heowevrcer. I am interested in your statement about the Car- 
nation Co. opening its plant in the Philippines, and if the situation 
continues to go in the present trend, you will probably be opening 
plants in other countries. Isthe Carnation Co. a U.S. firm? 

Mr. Topp. Yes, sir. 

Mr. Hetmpurcer. How many foreign countries do you now operate 
plants in, do you know? 

Mr. Topp. About 19 , approximately. 
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Mr. Hermecrcer. How many plants does that involve? 

Mr. Topp. Oh, I would say maybe—this is an awfully rough guess— 
I would say that there may be 28 plants. 

Mr. Hermpurcer. Do you have any idea, and this may be a com- 
pany secret, but I am just curious, do you have any idea what pro- 
portion of your manufacturing business is now being done in these 
foreign plants? 

Mr. Topp. It is a major portion, John. You mean as compared 
with the United States? 

Mr. Hermpurcer. Compared with what you are now doing in the 
United States. 

Mr. Topp. Well, it isa major portion, I can tell you that. 

Mr. Hermpurcer. More than half, you mean? 

Mr. Topp. No, I would not say that. I mean a substantial portion. 
It has not attained half yet, I do not belie ve, John. 

Mr. Hermpourcer. I am not asking you to give any private fiscal data 
here. 

Mr. Topp. No. If I knew the 7 I would tell you. It is be- 
tween a quarter and a half, I would s: 

Mr. Hermpvurcer. Thank you very much. 

Mr. Jounson. Are there any further questions ? 

If not, I want to thank you for appearing before the committee, 

I have here a letter to me from the Milk Producers Federation 
of Cleveland, which I would like to have put into the record. 

(The letter <haral to follows:) 

MILK PRODUCERS FEDERATION OF CLEVELAND, 
Cleveland, Ohio., July 30, 1959. 
Hon. LESTER JOHNSON, 
Chairman, Dairy Subcommittee, House Agricultural Committee, 
New House Office Building, Washington, D.C. 

DreaR CONGRESSMAN JOHNSON: Our board of directors in recent executive 
session representing 3,000 dairy farmers in the Cleveland milkshed, expressed 
deep concern regarding H.R. 7146 and believe that amendment legislation 
should insure that export subsidy programs do not undermine and displace the 
marketing of natural whole milk production of U.S. dairy farms 

We urge early and favorable consideration of H.R. 7146. 

Sincerely yours, 
C. K. LAUGHTON, Manager. 

Mr. Jounson. We now have Patrick Healy, assistant secretany 
of the National Milk Producers Federation, and Mr. Norton. 


STATEMENT OF E. M. NORTON, SECRETARY, NATIONAL MILK PRO- 
DUCERS FEDERATION; ACCOMPANIED BY PATRICK B. HEALY, 
ASSISTANT SECRETARY 


Mr. Norton. Mr. Chairman, I do not have a prepared statement. 
Mr. Healy will give our prepared statement, but with your permis- 
sion, I would like to make a few comments on what has gone on today 
before us. I am E. M. Norton, secretary of the National Milk Pro- 
ducers Federation. 

I would like to clarify one point, Mr. Chairman, that was made 
by one of the previous witnesses, when he stated that we opposed 
this program last year. We did not specifically oppose the legisla- 
tion involving the subsidy of evaporated milk last year, per se. We 
objected to the method under which it was outlined in the law as to 
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the method of subsidy. Mr. Chairman, you are well aware of our 
position in this matter—we discussed it with sou several times last 
year. I would call your attention, if anyone would care to look at it, to 
my own record in the Department of Agriculture from 1950, where, 
from each Secretary of Agriculture, and Mr. Anderson straight on 
through to Mr. Benson, I ‘advocated. in writing, in many memoran- 
dums to them and in many conferences, that this very thing we are 
talking about would happen if we did not get in position to take 
evapor rated milk in under a purchase program, as authorized by the 
1949 Agriculture Act, so that we could resell it to the trade and put 
it out in foreign countries the same as we were doing the other 
products, 

I did not get any support from the trade at that time, except from 
two or three of the major co-ops. There was no independent handler 
group, including the last witness’ company, who supported me in this 
program. I would like the record to be clear on that one point. 

There was one observation made this morning concerning the need 
for a better and more strict advertising law. Gentlemen, we certainly 
do. I would be the first one to agree to that, especially on imitation 
dairy products, where we are in a “position to control the adv ertising. 
Our advertising laws on all imitation foods—and it does not apply 
only to dairy—are very poorly done, and we would enjoy to have 
some support of a program, that was carried on long before I came 
with this organization, to suggest to the Congress that they consider 
such improvements in the law. If we are here in an attempt to save 
the dairy industry—as one witness puts it—let’s include the producers 
of milk and butterfat as part of the industry and try to do something 
to save them, too. 

Mr. Jounson. You have been hearing, of course, on television about 
the spread that is as good as the higher priced spread. 

Mr. Norron. That is right. I think we can do a real service for the 
dairy industry by clarifying that situation and also return the color 
yellow to the dairy industry. 

I have certainly been puzzled by the concern shown here today by 
some of the witnesses, the concern shown by the witnesses for our 
dairy industry, involving an incident taking place 5,000 miles from 
here. Now, when we go to the tariff hearings, which we have done 
almost continuously for the last 5 years in an effort to restrict imports 
of dairy products into this country in an effort to protect the price of 
milk and butterfat to the American dairy producer, because these 
hearings involve imports of a million pounds of butter and butteroil 
for one thing, 50-million pounds of cheese, 10 million pounds of Ched- 
dar cheese from New Zealand, and 5 to 10 million pounds of butter- 
milk powder and dry milk from New Zealand, not one of the previ- 
ous witnesses showed up at those hearings to help us save the farmer 
end of this business. I am also puzzled to know why we are so con- 
cerned about 4,900 pounds of butterfat being lost: in the Philippines, 
considering the pounds of evaporated milk sales lost by one witness’ 
statement, by the very same people, Mr. Chairman, who in 1953, and 
I handled this entire program and I happened to have the 600 million 
pounds of powderthat Mr. Anderson spoke of this morning to dis- 
pose of, were some of the very same people who came to the Depart- 
ment and insisted that a subsidy on powder be put on powder shipped 
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to Mexico so that they could use powder down there, by recombining 
with foreign fat. Now, in all these years, there has been no comment 
about the powder going into Mexico. This very company, North Star 
Dairy of Minnesota, and the National Creameries Association, when 
the Government withdrew the subsidy in the early fifties, moved their 
entire operations to Canada and continued on with the m: irketing of 
powder to Mexico in practically a monopolized position. I agree with 
Mr. Todd, the previous witness, that that will not happen again. The 
companies who are shipping into Mexico have assured me that if this 
bill does go through, they are immediately securing their supplies of 
powder from foreign countries, and will continue to supply Mexico, 
I agree with him—maybe we are trying to close the barn door after 
the horse has galloped down the lane. I cannot think of anything 
else. But I would like the record to show that these very people who 
are talking about this unholy situation in the Philippines, and it is 
a lot more difficult to get to the Philippines than it 1s to Mexico, are 
the very ones who proposed and supported the present Mexican deal 
that is still going on. 

Mexico, by the way, is not one of our lesser lights in the evaporated 
milk industry, either, as was shown by the Dep: irtment’s records this 
morning. In fact, the Department figures given this morning show 
that the imports into Mexico of evapor: ated milk have increased a 
million pounds in the past year. Perhaps we need better salesmen in 
the Philippines, or perhaps, too, there is a brand name that needs 
saving at any cost. 

Now, Mr. Chairman, I do not want to be misunderstood in my next 
remarks. This is a touchy one, but I am puzzled, too, why you, 
Mr. Johnson and Mr. Marshall, would be so enthused about this 
partic ular bill when you were not enthused about re jec ting the Re- 
ciprocal Trade Agreements Act which provides for letting in a whole 
lot of dairy products into this country, directly in competition with 
American dairy farmers. Now, all we are talking about, and I want 
to emphasize this again, is the handler end of the dairy business and 
we want to talk about producers. All we are ts king about from the 
previous witnesses—and I admit, Mr. Marshall, that this is not. true 
in your bill, which I am thankful for, is if you are going to eliminate 
powder shipments for this purpose, we certainly agree with you that 
all shipments must be stopped—but all the witnesses have been talking 
about so far is the Philippine deal. They have not been talking about 
Mexico or any place else, and if this bill were passed and I was the 
Secretary of Agriculture, I would not export 1 pound of powder, be- 

causé you cannot by any means guarantee that this powder will be 
used in any way, sh: ape, or form, without foreign fat. It is all going 
to be used that w ay. They just donot have the fat. 

I would like to have several paragraphs of a report on this subject 
inserted at this point. The study was done for Foreign Agriculture 
Organization and United Nations International Children’s Emer- 
gency Feeding Fund by Prof. Herbert D. Kay, former director of 
the National Institute for Research in Dairying, Reading, England; 
Mr. Bernie F. Beach, general manager of the Mic chigan Producers 
Dairy Co., Adrian, Mich.; and Dr. E. M. Rascovich, marketing econ- 
omist, Economics Division, FAO, and was entitled “Review and 
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Evaluation of the FAO/UNICEF-Assisted Milk Conservation Pro- 


gram.” 


13. Dried skim milk reconstituted with vitaminized vegetable fat is in success- 
ful use as a cheap and nutritive food supplement in a number of countries, and 
its preparation in UNICEF-assisted plants, under certain circumstances, might 
be considered. The same applies to other produets such as fermented milk, ice 
cream, or cheese. The team endorses the policy of encouraging the production 
of hygienic milk products, well liked by children and other groups, as a means 
of assisting in the attainment of overall economic stability in a UNICEF-aided 
plant. 

58. It is its strong opinion also that dairy plants should be furnished, either 
through UNICEF aid or financed by the country concerned, with the equipment 
necessary to deal with more than one operation whenever the local situation 
warrants it. The team agrees with the policy that assisted plants should, where 
appropriate, be able to use world surpluses of dried skim milk. 

63. Of recent years, during which it has become evident that the supply of 
dried milk from the exporting countries is likely to continue for a fairly lengthy 
period, there has been a change of emphasis by both UNICEF and the govern- 
ments and the only drying plants requested and considered have been in those 
areas where there is a large supply of milk which is not being used, or not 
being used to the best advantage; or it is confidently expected that sufficient 
supplies of milk will be forthcoming if a plant is established ; or large quantities 
of skim milk are being wasted. 

70. AS a general rule, the likelihood of a pasteurization plant proving a 
success in a relatively undeveloped country is, in the team’s experience, con- 
siderably greater than that presented by a sterilization plant. For cheapness 
without loss of nutritive value pasteurized skim milk, pasteurized toned milk 
(at perhaps three-fifths of the price of whole milk), and milk made by recon- 
stituting dried skim milk with a vegetable fat and homogenizing and pasteuriz- 
ing (sold at an even lower price), might receive more attention, particularly 
when distributed by the simpler and cheaper methods mentioned below under 
“Distribution.” Under certain circumstances the distribution to children or 
to health centers of any of the above milks in cartons might be justifiable. 

77. Toned milk is ordinary or standardized milk to which skim milk (or, more 
usually, milk reconstituted from dried skim milk) has been added to bring 
the whole to a previously decided composition as regards fat and nonfatty 
solids. The resulting mixture is pasteurized. At present world prices, or 
concessional prices, for dried skim milk, toned milk can be, and is being sold 
to the lower income groups of consumers at a price low compared with that 
of whole milk. It is of high nutritional value, particularly if the raw milk 
used is rich in fat. If subsidized, it could be used for any free milk distribu- 
tion scheme, either for infants or young children, schoolchildren, or nursing 
mothers, and at a reasonable cost to the subsidizing government, municipality, 
or other agent. 


Thank you, Mr. Chairman. That is all I have. 

Mr. Jounson. Do you have any questions you want to ask? Or 
do you want to wait until after Mr. Healy’s statement? 

Pro eed, Mr. Healy. 

Mr. Heaty. Mr. Chairman, the bill that is before this committee 
today provides for two things. No. 1, it would prohibit the dispo- 
sition of dairy products with the assistance of the Secretary of Agri- 
culture, if they were to be used in filled milk or filled cheese and, 
secondly, it would permit the Secretary to establish export prices 
on dairy products to meet competition of such filled products. 

[ think it is important for us to understand just where these dis- 
posal authorities, such as Public Law 480 and others, fit into the 
general theme of things. 

As regards farm programs, these authorities are surplus utiliza- 
tion mechanisms, and it is our hope that they can be considered as 
such. A farm program, a farm price support program, is not a single, 
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simple program; it is a complex of many programs, one of the im- 
portant facets of which is an effective utilization program. Any. 
thing which would restrict disposal and utilization of the surpluses 
which accrue, drastically affects the successful operation of the farm 
price support program, and that is what we are here today to speak to, 

The foreign. markets are a part of the utilization procedure. We 
are sure that it was the intent of Congress that Public Law 480 
should be used as such, 

Foreign governments, and this includes Mexico and the Philip- 
pines, and maybe others which will arise, use nonfat dry milk as a 
component of filled milk in order to meet situations niente to their 
countries. The two countries that are using it now have a surplus 
of vegetable fat, just as we have a surplus of butterfat, and they 
desire to use that fat to help feed their people. 

We cannot very successfully question or control the decisions made 
by foreign sovereign powers. We can not today, here, discuss legis- 
lation which can be effective toward controlling the laws of Mexico 
or the Philippines, or many other countries which one can think of. 

The use of nonfat dry milk, as a component of filled milk, in for- 
eign countries is not of recent origin. As Mr. Norton pointed out 
here a minute ago, these programs have been in existence for some 
time, and we have had a very good example in the late 1940's or 
early fifties of a company t: aking advantage of other sources of non- 
fat dry milk when subsidies became temporarily unavailable in this 
country. We can be almost certain that the same thing will happen 
again. 

The fact that CCC nonfat dry milk is used as a component of 
filled milk in foreign countries does not constitute an endorsement 
of filled milk by either our Government or the U.S. dairy industry, 
and certainly it does not amount to an endorsement of this product 
by the National Milk Producers Federation. Again, as Mr. Norton 
pointed out, if the Agriculture Committee or the Dairy Subcommit- 
tee were to spend the time that it has spent in this consideration of 
the domestic, Philippine, or Mexican problems, and could devote that 
effort and if the representatives of the dairy industry who have ap- 
peared before your committee could devote as much effort, toward 
enacting a reasonable and enforceable filled milk law in this country, 
we would not have enough milk. Filled milk is produced in many 
States in this country, and we in the National Milk Producers Fed- 
eration have padded up and down the Halls of Congress trying to 
get one passed for the United States. Failing that, we have written 
model State laws. We have had people out in every State in the 
United States, and they have been only relatively successful in hav- 
ing State filled milk laws passed. 

Now, certainly if all of the people who are worried about the 
dairy industry in this country, who have appeared before this sub- 
committee today and before the full committee last week were to 
join with us, and we earnestly solicit their support, in establishing 
a national filled milk law, then we would not have to spend so much 
time worrying about what goes on in the Philippine Islands or 
Mexic ‘O. 

If the Congress is to maintain support programs for farm products, 
it must maintain outlets for these products. One of the successful 
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outlets for nonfat dry milk has been in the export market. However, 
as has been testified to here earlier today, the world price for this 
product is substantially below our domestic market price. There- 
fore, subsidies must be continued unless we want tremendous quanti- 
ties of this product to accumulate in our warehouses. 

The export price is not determined by the Department of Agricul- 
ture; it is determined by the world market for this commodity. The 
Department does not arbitrarily say, “We shall sell it for 8 cents.” 
It merely says that this month they will meet the world market, which 
is about 8 cents. 

There has been some testimony introduced before the full committee 
attempting to relate the export sales price of nonfat dry milk to the 
domestic feed price. It head be known that the two prices are 
determined separately ; they have no connection with each other. The 
two markets are not related in any way. The export price for CCC 
powder is determined by the world market price for powder. The 
sales price for restricted use as feed in this country is determined by 
the feed price in this country. Surely we could lower CCC sales price 
for feed in this country and sell maybe more for feed out of CCC 
stocks, but it would merely tend to disrupt the normal feed market 
which extends far beyond milk. 

Dry milk, when it is used as feed, is a protein supplement. If we 
attempted to reduce the price to obtain the whole feed market for 
surplus nonfat dry milk, we would have the cottonseed meal and the 
linseed meal sean completely in chaos regarding their feed markets. 
We tried that in 1954, I think. We got rid of some 350 million pounds 
of nonfat dry milk or thereabouts, and what did we wind up doing? 
We had to buy whey, because we had displaced the whey market. 
So let us not confuse the export sales prices and surplus disposal in 
export with the domestic feed market; that is one of the things which 
has been before this committee. 

Another thing, one of the or the greatest surplus milk products 
which we have in this country is nonfat dry milk. In the course of a 
year, the Government will buy in excess of what is sold commercially 
in this country. If we cannot find usuable means, good means, for 
utilizing this product, certainly its accumulation can bring discredit 
on the whole price-support program. 

Of particular importance, we believe, is that the point at issue in 
this whole situation here, involving the use of nonfat dry milk as a 
component of filled milk in foreign countries, is not one of price com- 
competition between nonfat dry milk and evaporated milk, but rather 
it is one of price competition between U.S. produced nonfat dry milk 
and nonfat dry milk produced in other countries. We only produce 
about one-third of the surplus of nonfat dry milk which is available 
to these markets. There is no reason for us to assume that people are 
going to come here and buy this product when they can get it eliphe 


elsewhere. I think the only point at issue is whether we want to 
subsidize this product so that we can meet world competition and 
therefore put it into good use abroad, or whether we want to let it 
stack up in our warehouses. 

The other point at issue in this bill regards the subsidy which is 
proposed for other dairy products, including evaporated milk and dry 
whole milk and many others. 








82 FILLED MILK EXPORTS 

The National Milk Products Federation, as Mr. Norton pointed out 
to you, has never opposed export subsidies for these products. Our 
position has constantly been that these products should and can be 
subsidized. However, since the cost of their subsidy is chargeable to 
the farm program, we must employ mechanics of subsidy which will 
assure that the subsidy is of benefit to farmers. By that we mean that 
we should go through the mechanics of selling to Commodity Credit 
ane ation, and thereby providing a marketplace and a market price 
for this commodity, against. whic h the farmers can trade, because we 
in the National Milk Producers Federation, who represent only farm- 
ers, are not in the least bit interested in bailing out milk processors 
who have overstocked themselves on inventories. If we can utilize an 
export subsidy to remove a product from the market, fine, but let us 
be sure that that export subsidy which is chargeable to the farmers’ 
funds does benefit the farmer. 

Mr. Chairman, that completes our remarks. 

Mr. Jounson. Before you go, we have some questions. 

I notice that you summar ized your statement. Do you care to have 
your statement printed in the record as though read ¢ 

Mr. Heary. Yes, sir; if you please. 

Mr. Jounson. With no objection, it will be so done. 


STATEMENT OF PATRICK B. HEALY, ASSISTANT SECRETARY, 
NATIONAL MILK PRODUCERS FEDERATION 


Mr. Hearty. Mr. Chairman and members of the committee, my name 
is Patrick B. Healy. Iam the assistant secretary of the National Milk 
Producers Federation, 1731 I Street NW., Washington, D.C. 

The National Milk Producers Federation was organized in 1916. 
It is the largest single agricultural commodity organization in the 
United States. It is made up of dairy farmer ‘owned and controlled 
cooperatives. The producers owning these cooperatives comprise the 
large bulk of commercial dairy farmers in the United States. 

Member cooperatives of the federation market the milk produced 
by their producer members, These member organizations operate 
hundreds of facilities ranging from country receiving stations and 
creameries to highly modernized establishments merchandising fluid 
milk and manufactured dairy products, 

The policies of the federation on national issues of concern to dairy 
farmers are established annually by the voting delegates to its annual 
convention. These are the policies of the producer segment of the 
dairy industry. They represent the thinking of dairy leaders in the 
United States most knowledgeable about the dairy industry and, 
therefore, most understanding of the problems which face it. 

We appreciate having this opportunity to present the views of the 
National Milk Producers Federation on H.R. 7146—a bill to amend 
the Agricultural Trade Development and Assistance Act—Public 
Law 480. 

The provisions in this bill, if enacted into law, would: (1) prohibit 
the disposition of any dairy product produced in the United States 
by a sales program or : disposal program in which the Secretary 
of Agriculture assisted if this dairy product were to be used in filled 
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mill or filled cheese; and (2) permit the Secretary to establish ex- 
rt prices on dairy products to meet competition from filled milk 
or filled cheese. 

The distribution programs administered by the U.S. Department 
of Agriculture, under authorities granted by the Congress, are the de- 
vices that make possible the effective management of our excess dairy 
production thereby helping to bring about “stabilization in the indus- 
try. Public Law 480 has prov ided several constructive outlets that 
have contributed materially toward the effective management of sur- 
plus agricultural] commodities. Restrictions placed on any of these 
authorized programs would diminish their effectiveness. 

The federation has supported and continues to support government- 
industry efforts to make d. airy products competitive in world markets. 

A review of the situation before the committee must include con- 
sideration of the following facts: 

1. Foreign markets using U.S. produced nonfat dry milk provide 
outlets for this product in line with the intent of Congress when it 
epprov ed Public Law 480. 

Foreign governments authorizing the use of nonfat dry milk asa 
component of filled milk have done so to meet situations peculiar to 
those countries. Two of the most. compelling reasons being the desire 
of the foreign governments to conserve their foreign exchange and to 
utilize indigenous fat. It is reasonable to conclude that the produc- 
tion of filled milk in these foreign countries will continue whether 
the United States furnishes the nonfat dry milk or not. Nonfat dry 
milk is available from other countries at about 8 cents per pound, 
and that is why our export price is set at that level. 

3. A decision of these foreign governments to produce filled milk 
in their own countries is a decision which we cannot successfully ques- 
tion or control, While this development is not one which we either 
desire or approve, the fact does remain that these foreign governments 
are sovereign and are privileged to make such unilater al determina- 
tions. 

4. A trade agreement between the United States and the Philippines 
included substantial concessions by the Philippines on import duties. 
U.S. evaporated milk imports paid only 25 percent of full duty until 
January 1, 1959. From January 1, 1959, to December 31, 1961, this 
level of duty is increased to 50 percent and after January 1, 1962, is 
increased to 75 percent of full duty. This will weaken our competi- 
tive position with lower priced products produced in New Zealand and 
the Netherlands. 

>. The use of CCC nonfat dry milk as a component of filled milk 
in foreign countries is not of recent origin. A program of this type, 
iy instance, has been in operation in Mexico for several years. 

The fact that CCC nonfat dry milk is used as a component of 
filled milk in foreign countries does not constitute an endorsement of 
filled milk be either this Government or the U.S. dairy industry. Cer- 
tainly, filled milk does not have the endorsement of the National Milk 
Producers Federation. 

If the Congress continues to support programs designed to 
develop markets for U.S. produced agricultural products it will be 
necessary to continue current export pricing policies to maintain our 
competitive position in world markets. Unnecessary restrictions that 
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inhibit the exportation of commodities should be avoided. Such re- 
strictions will tend to discourage the active participation by private 
exporters in this cooperative Government-industry export operation, 
Certainly, any provision which places on the private exporter respon- 
sibility for determining the end use of the exported product would, 
because it is unenforcible, drive private exporters out of the business, 

8. The current export price of 8 cents per pound for nonfat dry 
milk is determined by competitive world prices. Unless we offer non- 
fat dry milk at that price, this market will be taken by other countries, 

9. The price at which nonfat dry milk is offered domestically for 
animal feed use is determined by considerations completely different 
from those used in determining the export price of nonfat dry milk for 
human consumption. In the case of nonfat dry milk for use in animal 
feed domestically, the guiding principle must be the effect such price 
would have on the movement of other protein animal feeds. If the 
nonfat dry milk price is too low, it will have an adverse effect on the 
market for these other sources of protein feed. 

10. The exporting of nonfat dry milk under current authorities and 
procedures, does not result in a windfall profit to the exporters. With 
a price support level of $3.06 per hundredweight for manufacturin 
milk, the CCC purchases sted dry milk at 14% cents per powd) 
This, then, is the price, minus a processing charge, which the producer 
receives for that part of his production that goes to nonfat dry milk. 
Therefore, the 614 cents difference between the domestic price support 
level of 1414 cents per pound for nonfat dry milk and the export price 
of 8 cents is not a windfall to the exporter. It merely represents the 
difference in price levels between our domestic market price and the 
world market price. 

11. The importance of encouraging the movement of nonfat dry 
milk through all available outlets, including the export market, can 
best be recognized by referring to the fact that in the United States 
we have an excess production of nonfat dry milk which is equal to 
our commercial marketings. Unless substantial quantities of CCC 


nonfat dry milk move into the various outlets authorized by the Con-. 


gress, tremendous surpluses will accumulate in CCC warehouses. 

12. The point at issue in this situation involving filled milk in for- 
eign countries is not one of price competition between nonfat dry milk 
and evaporated milk, but rather one of price competition between 
U.S.-produced nonfat dry milk and nonfat dry milk produced in other 
countries. If the Congress wishes to direct the U.S. Department of 
Agriculture to subsidize evaporated milk exports, let the record show 
that the National Milk Producers Federation has no objection to this. 
However, if this is to be done, it should be done under the same policies 
and using the same administrative mechanisms as that used in the 
exportation of nonfat dry milk, butter, and cheese. Such a program 
would insure the Congress that the benefits accruing therefrom will 
go to farmers. 

We thank the committee for its attention to the points we have 
presented. 

I have one other point, Mr. Chairman. 

Mr. Norton, as you remember, talked of the Reciprocal Trade Ex- 
tension Act, and of the great importance which we place upon limit- 
ing our surplus problem to U.S. surplus. Therefore, we at the time 
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that the Reciprocal Trade Act was extended, collaborated with the 
author of H.R. 11099, which was introduced into the 85th Congress, 
which was a bill to provide extensive safeguards against the import 
of dairy products into this country when they were not needed. We 
would recommend to this committee that if constructive action is to 
be taken to safeguard markets for American dairy products, H.R. 
11099, 85th Congress, should be looked into with enthusiasm. 

One other point we would like to make. When we talked of the 
filled milk bill heretofore, of perhaps greatest importance in that re- 
gard would be the safeguarding of the traditional color of the dairy 
industry. There again, we invite all of the people who have ap- 
peared before this committee today and made such a cry for the do- 
mestic dairy industry to join with us in restricting the use of the color 
yellow to butter. 

That is all, Mr. Chairman. 

Mr. Jounson. Off the record. 

(Discussion off the record.) 

Mr. Jounson. Are there any questions? 

Mr. McIntire, Yes. 

Mr. Jounson. Mr. McIntire. 

Mr. McInrime. Mr. Healy, perhaps it is in the record somewhere, 
but perhaps it would not be too burdensome if you were to make a 
part of the record a list of the States that now permit the use of filled 
milk dairy products for manufacture and distribution within their 
borders, and I would be particularly interested, if it is not too burden- 
some, to relate that analysis to whether it be ice cream or fluid dairy 
products like milk or cream, or whatever may be permitted under 
the laws of the several States. 

Mr. Heaty. Yes, sir; we shall supply that, broken down as you 
suggested. 

Mr. McIntire. You may already have a table prepared in your 
files. 

Mr. Heater. We possibly do. 

Mr. McInttre. It it is available, I think it might be good to have 
it part of this record. 

Mr. Heaty. Yes, sir; it might prove to be quite interesting. 

(The data referred to above are as follows :) 

Imitation ice cream volume in 1958 amounted to 39,850,000 gallons and in 1957, 
84,339,000 gallons. It is produced in Oklahoma, California, Lllinois, Texas, 
Missouri, South Carolina, Alabama, Arkansas, Louisiana, Montana, Oregon, 
Nevada, and probably in Indiana. 

Production statistics on filled milk are not available from the Department of 
Agriculture, but it is manufactured in Indiana, Illinois, Missouri, and Oklahoma. 
Presumably, it could be produced in the States which also manufacture melorine 
and perhaps in some others. States which have passed the model imitation prod- 
ucts law are Colorado, New Mexico, South Dakota, Washington, Kansas, Utah, 
Minnesota, and North Dakota. Neither filled milk nor melorine can be manu- 
factured or sold in those States. It may be prohibited in other States but by 
other legislation. 

Mr. Qute. Mr. Healy, do any of your members manufacture filled 
milk in any of these States that allow that ? 

Mr. Heaty. I beg your pardon ? 

Mr. Quire. Do any of your members manufacture filled milk in 
any of the States that allow the manufacture—filled dairy products, 
Ishould say ? 
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Mr. Heary. No, sir; not to my knowledge. 

Mr. Qutr. Do any of them make a filled milk in other countries? 

Mr. Hrary. Members of the federation ; no. 

Mr. Quiz. No members of the federation ? 

Mr. Hrary. No. 

Mr. Quire. Do you think there is going to be an expansion of manu- 
factured filled milk around the world ? 

Mr. Heaty. Well, Mr. Quie, we, as you know, limit our studies and 
interest of milk to the United States. “I think Mr. Todd this morning 
suggested that this is true. 

Mr, Quire. This is possible ? 

Mr. Heaty. This is possible. 

Mr. Qute. Do you think that it would be wise business practice 
for a cooperative to build a filled milk plant as an outlet of their 
surplus skim milk ? 

Mr. Hearty. Abroad ? 

Mr. Quire. Yes. 

Mr. Hearty. I don’t know, Mr. Quie. 

Mr. Quite. If you were in a position of a manager of a plant, do 
you think you would be interested in doing such a ‘thing? 

Mr. Heaty. I think perhaps if I were a manager of a cooperative, 
probably I would be subject to the dictates of my board. And if they 
directed me to build one, I probably would; yes. 

Mr. Quire. You know that the manager has quite an influence over 
the board decisions; whether they want to or not they usually look to 
him for advice. 

Mr. Heaty. Yes. 

Mr. Quiz. You say you look to the board, that is usually what the 
managers say when they have a tough question. 

Mr. Hearty. That was not meant to be facetious, Mr. Quie, because 
it is our firm belief—as you know, our organization is comprised 
entirely of cooperatives, and cooperatives and the cooperative move- 
ment in this country are the last stronghold in which farmers can 
find lasting benefit, and farmers can only continue to find benefits in 
cooperatives so long as the farmer members of those boards actually 
run them. So I was not attempting to be facetious. I think all of 
us in the federation feel that farmers should run cooperatives, and that 
managers should be guided by the dictates of the farmer board. 

Mr. Quire. You don’t care to say whether you think it would be wise 
to engage in this business of manufacturing filled milk in other coun- 
tries where the people just don’t have the wherewithal to buy dairy 
products, but where they do have enough to buy filled milk? 

Mr. Hearty. Mr. Quie, we have now and have had before this Con- 
gress and previous Congresses a bill under which we have proposed 
self-help for the dairy industry. And part of that bill was concerned 
with the development of foreign markets for our surplus production. 
And certainly markets can be developed in many ways, I think—and 
I don’t know whether this is exactly right*or not—but I think in the 
Philippine Islands the annual per capita consumption of milk is some- 
thing like 3 ounces, as against our, roughly, 700 pounds here. And 
mi ayn we can develop a market for dairy products there. And there 
may be other places. 
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Mr. Quire. You wouldn’t object, though, if a co-op in this country 
did build a plant there for that purpose ? 

Mr. Heaty. No; because I don’t think it is inconsistent to want to 
market a component of milk abroad and demand the right to market 
whole milk at home. I think we are confronting two separate situa- 
tions which are not related in any way. As was pointed out in my 
statement, the question here is not one of whether filled milk is good 
or bad for the Philippines, or for Mexico, or for Thailand, or wherever 
it may develop, but whether we should engage in the worldwide mar- 
keting of a product which is in extreme surplus in this country, or 
whether the Government should gather that product into our ware- 
houses and hope it goes away. I think it is just that simple. 

Mr. Quire. Then you are opposed to the manufacture of filled milk 
in this country ? 

Mr. Hearty. Yes; completely. 

Mr. Quire. And you are not opposed to the manufacture of filled 
milk outside of our boundaries? 

Mr. Heary. No; because I think we have no control over it. I think 
all we have control over is whether we enter those markets with part 
of our milk; and, as we stated earlier, Mr. Quie, we have some domestic 
problems, such as returning the color yellow to the dairy industry and 
having Congress pass a good filled-milk law for this country, as well 
as an advertising law, before we take on the problem of writing laws 
for other nations. 

Mr. Quire. You must have a feeling about it; it seems to me from 
your testimony that you feel it is immaterial whether they manufac- 
ture and sell filled milk i in another country. 

Mr. Hrary. Not in our country, Mr. Quie, but a foreign country, 
because I think it is none of our business. 

Mr. Quire. Even they—even whether we furnish a component of it? 

Mr. Heary. That is right. Because if we don’t somebody else will. 
But, Mr. Quie, I would like to call your attention to the fact that 
I am not managing a milk plant and therefore I will not speculate 
with you. 

Mr. Quir. Now, I understand there are two American plants in 
the Philippines who manufacture filled milk. 

Mr. Hearty. That is right. 

Mr. Quire. And one of them testified here a little bit earlier. And 
what is the name of the other? 

Mr. Heary. The other one is the Consolidated Dairy Products Co. 

Mr. Quie. And aren’t they a member of your organization ? 

Mr. Heary. No. 

Mr. Quire. That is a new one to me. Do any of the members of 
Consolidated Dairies belong to your organization ? 

Mr. Heary. The dairy farmer or ganization in the Pacific North- 
west does belong to our organization, the United Dairymen’s Associ- 
ation. And the United Dairymen’s Association has as a subsidiary 
this Consolidated Dairy Products, yes. 

Mr. Quire. It is owned by the co-op? 

Mr. Hrary. Yes. 

Mr. Quire. Does the same co-op own the plant in the Philippines? 

Mr. Heary. No. 
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Mr. Qum. Is there an individual who owns—— 

Mr. Heaty. I shouldn’t say no, I don’t know, I just don’t know, 

Mr. Quire. Is it a privately owned company ? 

Mr. Heaty. I just don’t know, Mr. Quie. 

Mr. Jounson. If there are no further questions, we want to thank 
you, Mr. Healy, for appearing before us. \ 

Is there anything else before we go into executive session ? 

Mr. Quire. I have a letter here from Frank Stone, of Land O’ Lakes 
Creameries, Minnesota, which I would like to have as part of the 


record. ab ie dats . 
Mr. Jounson. If there is no objection, it will be inserted. 
(The letter referred to follows :) 
JuLy 27, 1959. 
Hon. Frep MARSHALL, 
House of Representatives, 
House Office Building, 
Washington, D.C. 

DeaR FRED: Land O’ Lakes Creameries as well as many Others have consider- 
able interest in the so-called Marshall bill, or H.R. 7146, and I thought that 
you would like some information that might result in a different approach to 
the problem that your bill has been designed to correct. 

We feel that the proponents of the above bill may have overlooked the his- 
torical facts and the established business practices of the international milk 
combines when they claim filled milk developments in Mexico and the Philip- 
pines were fostered by subsidized U.S. nonfat dry milk in a way that has been 
detrimental to the established evaporated milk exports from the United States. 

In Mexico private companies, followed by governmental controlled recom- 
bining plants were manufacturing large quantities of so-called filled milk using 
U.S. milk powder combined with vegetable fat for more than 5 years before 
the U.S. Department of Agriculture established subsidies to meet world prices 
in 1955. 

Mexico went to Canada for their supplies of powder in 1953-54 when Ameri- 
can production was priced out of the market. Mexico’s filled milk trade by 
then was a long accomplished fact. Mexico expanded this business with Cana- 
dian powder during this period and can be expected to do so again if the pro- 
posed restrictions in bill H.R. 7146 eliminate Mexico’s current source of 
supply—which at the moment happens to be U.S. powder because the subsidy 
makes our prices competitive again. 


PHILIPPINES 


In the Philippines sponsors of H.R. 7146 claim U.S. subsidized powder again 
fostered filled milk. While it is true that actual production of nonfat dry milk 
combined with local coconut oil was started after the U.S. Department of Agri- 
culture subsidy, plans for such an operation had been finalized many years 
previously by at least one international dairy corporation with experience in 
marketing filled milk for nearly a half century. 

Therefore, would it not be better to say that filled milk was resurrected in 
the Philippines by the competitive conditions and the desire to give the con- 
sumers a product they could afford. Had evaporated milk been made available 
at lower prices in 1955 when the U.S. subsidized other dairy products, the 
filled milk program might still be on the drawing board. 

Without taking sides regarding the nutritional value of whole milk products 
as compared to filled milk products, we believe the sponsors of H.R. 7146 failed 
to recognize that filled milk is now an accomplished fact in Mexico, the Philip- 
pines, and some other markets and will continue to expand as long as the 
method of operation is acceptable to the local government. Restrictions as 
proposed by H.R. 7146 will neither retard nor stop the filled milk development 
as long as the powder and oils are available in world markets at prices less 
than whole milk prices. 

Instead of restricting U.S. exporters of nonfat dry milk as proposed by 
H.R. 7146, would it not be better to subsidize the export prices of evaporated 
and whole milk at world levels, thereby enabling all exportable dairy products 
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to compete on a more equitable basis? This would result in increased sales 
of American whole milk powder and evaporated milk, particularly in Venezuela 
and the Philippines, respectively. 

The international corporations with manufacturing plants located in all 
producing countries under this subsidy would have an inducement to switch 
their sources of supply back to the United States instead of taking it from 
Holland, Denmark, New Zealand, Canada, and Australia, as they do now. 

At competitive world prices, U.S. whole milk powder, evaporated milk, and 
nonfat dry milk would then compete for a share of the oversea markets on 
their individual merits, leaving each importing country to decide what method 
of processing and distribution best suited its own economic needs. 

In conclusion we respectively suggest that these possibilities be explored as 
an alternative to H.R. 7146. 

We are sending a copy of this letter to the National Milk Producers Federation 
with the suggestion that Mr. Morton contact you if you desire any further 
information. 

Sincerely yours, 
LAND O’ LAKES CREAMERIES, INC., 
FRANK STONE, General Manager. 


Mr. Quiz. And I also have a letter from the Department of Agri- 
culture. It has good information in it, regarding the percentage of 
the sales to Mexico and the Philippines, as a ratio of our total 
production of milk. 

Mr. Jounson. Without objection it will be included at this point. 

(The letter referred to follows :) 

U.S. DEPARTMENT OF AGRICULTURE, 
CoMMOoDITY STABILIZATION SERVICE, 
Washington, D.C., July 21, 1959. 


Hon. ALBERT H. Quiz, 
House of Representatives. 


DEAR CONGRESSMAN QUIE: Here is the information you requested about exports 
of nonfat dry milk. The data are for the marketing year that ended March 30, 
1959 : 


aecnl U.S. milk production.................3nitlonalsnes billion pounds_. 125.1 
Total U.S. nonfat dry milk production___..._-_____-__--~- million pounds... 1, 682 
U.S. Department of Agriculture purchases of nonfat dry milk: 
RII Sousa Sartactees: Geneon cicada age antenatal eee een 941 
Proportion of nonfat dry milk production_..___.._----_---- percent__ 56 
Total CCC sales and donations of nonfat dry milk for export : 
NNN ices cs csckenentel aaa et eas ance i sesamin million pounds._..§-—« 734 
Proportion of U.S. Department of Agriculture purchases____percent-~_ 78 
CCC sales of nonfat dry milk for commercial export: 
Total to ali countwi@hilO Uo ee million pounds__ 94 
To Mexico and Philippines: 
NRE «sins yess daa earavall decline sate eatiiiaaiariaasne tobi | — 36 
Milk equivalent_____ ee ee ee ee ee, MET Ve R Teh oes) a 
Proportion of total milk production___.___________-_-__- percent__ 0. 4 
Proportion of total nonfat dry milk production_____----~-~-- GO ei 2 
Proportion of USDA purchases___.......-..--_-~.-.....- G0... 4 
Proportion of CCC sales for commercial export to all coun- 
ee hare bce seecsecteos ee teeteeete etc ieaiccciaechs ee ie cac ee 38 


Substantially all of the nonfat dry milk shipped out of the United States 
in recent years has been nonfat dry milk sold by CCC for commercial export 
or otherwise sold or donated by CCC for oversea welfare and similar uses. 
All of the nonfat dry milk sold by CCC for commercial export in 1958-59 was 
for unrestricted export use, the only requirement being that it be exported to 
the country or area named by the exporter in his offer to buy. The CCC records 
therefore do not show the oversea uses of it. It is believed, however, that a 
large proportion of the 18.2 million pounds of nonfat dry milk sold for commercial 
export to Mexico and 17.4 million pounds for export to the Philippine Republic 
was used to make filled milk in those countries and that only a small percentage 
of that sold for commercial export to other countries was so used. The above 
figures showing the total 36 million pounds sold for commercial export to Mexico 
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and the Philippines as percentages of production, purchases and sales are only 
approximations of the quantity used in filled milk production. 

The Department’s report on H.R. 7146 is being cleared within the Department, 
It should reach the chairman of the Agricultural Committee in the near future. 

Sincerely yours, 
CLARENCE D. PALMBY, 
Associate Administrator, 

Mr. Quiz. Mr. Chairman, I would like to summarize my thinking 
on this problem whereby evaporated milk markets have been lost 
in the Philippines to filled condensed milk. One of the reasons has 
been the Public Law 480 agreement which provided an incentive 
to dried skim milk as a component of the filled milk. 

The Department of Agriculture has admitted that this is one of the 
factors promoting the manufacture of filled condensed milk in the 
Philippines—ruining the market for evaporated whole milk. 

Since the filled-milk law in this country does not prohibit any State 
from manufacturing filled milk, it would be impossible for us to pro- 
hibit any foreign country from manufacturing filled milk. In my 
opinion, it is not in the best interests of the U nited States for the De- 
partment of Agriculture to do anything which would stimulate the 
manufacture of this product to the detriment of dairy products. If 
it is true that any dairy farmers have an interest in a plant manv- 
facturing filled milk in the Philippines, I think it is poor judgment 
on their } part, 

As a committee, we have jurisdiction only over the Department of 
Agriculture. When representatives of the Department appeared be- 
fore the full committee to testify on extension of Public Law 480, I 
gathered from their statement that they plan on considering in future 
agreements the impact on the usual marketing—not only on these 
specific commodities which in this case is nonfat dry milk, but also 
the related product, evaporated milk. 

As long as we are providing export subsidies for butter, cheddar 
cheese, and dried skim milk Which presently are in CCC stocks, I 
believe we should also provide an equivalent export subsidy for any 
other dairy product as long as it is exported in a form which is a 
100 percent dairy product. 

If this were done, all dairy products would receive equitable treat- 
ment as they engage in competition with each other. 

Mr. Jounson. If no one else wishes to testify, the committee will 
go into executive session at this time. 

(Whereupon, at 4:10 p.m., the committee went into executive 
session. ) 

(The following letters have been submitted to the subcommittee :) 





OVERAND PARK, KANS., July 27, 1959. 
Re Bill H.R. 7146. 
Hon. J. FLoyp BREEDING, 
House of Representatives, Washington, D.C. 


DEAR REPRESENTATIVE BREEDING: If the benefits of Public Law 480 and the 
Commodity Credit Corporation export price assistance be denied to dairy 
products that are to be exported for inclusion in the compounding of any filled 
milk product, and if the Secretary of Agriculture has the right to specially 
subsidize dairy products produced in the United States for export, it is obvious 
that we will only cause filled milk manufacturers abroad to purchase base prod- 
ucts such as nonfat dry milk from other countries which have considerably lower 
normal prices than the United States. 
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Bill H.R. 7146 would certainly not halt filled milk operations abroad, but would 
only serve to increase unsold U.S. surplus commodities and these commodities 
must be stored or given away at the expense of our Government. 

Countries now producing filled milk products or intending to produce these 
products, have imposed or will impose protective duties, exchange taxes, and 
other special costs on the import of nonfilled dairy products in order to further 
the usage of local oils in filled products. 

This would require large special subsidies to be paid in order that U.S. nonfilled 
dairy products may expand their markets in filled milk areas abroad. Such 
costs are not warranted to the extent necessary to overcome the cost of import 
and will result in increased cost to our Government. 

I sincerely urge you to carefully consider the problems and expense to our 
people and Government if bill H.R. 7146 is passed. 

Your consideration is very much appreciated. May I please hear from you. 

Most sincerely, 
H. L. BurrovuGus. 


SOUTHEASTERN BROKERAGE Co., 
Raleigh, N.C., July 30, 1959. 
Hon. Haron D. Coo.ry, 
House of Representatives, Washington, D.C. 

Dear Mr. CooLtey: It is our understanding that H.R. 7146, an amendment to 
Public Law 480, was introduced on May 14, 1959, by Congressman Fred Marshall 
and that this legislation is designed to limit the uses to which export agricultural 
products can be put ; namely, dairy products. 

It is our opinion that such restrictions would only serve to divert this business 
to other exporting nations, thereby resulting in loss of this export business to 
the American dairy farmer. 

Also, it could result in the imposition of protective duties, exchange taxes, and 
other special costs on the import of nonfilled dairy products in order to further 
the usage of local oils in filled products. This would result in a necessity for 
large special subsidies to be paid in order that U.S. nonfilled dairy products 
may expand their markets in the filled milk areas abroad. 

We would like to request your analysis of this legislation and sincerely hope 
that it will result in opposition by you to this legislation. 

Cordially yours, 
W. C. ETHRIDGE. 


